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FROM  THE  EDITOR 


Will  the  unpleasant  reality  of  unemployment  in  the  Third  World  coun- 
tries continue  to  prevail  or  will  it  deteriorate  in  the  near  future?  A  question 
that  is  dealty  with  by  Elka  Pangestu  through  analysis  of  statistic  surveys  and 
undermining  solutions  to  the  related  problems  which  are  hoped  to  be 
diminishing.  Let  time  and  conducive  development  efforts  reveal  more  pro- 
mising results  to  this  unemployment  drama  faced  by  the  Third  World  Coun- 
tries, Indonesia  in  particular. 

Still  related  to  Indonesia's  problem  Ali  Moertopo  gives  the  rationale  for 
future  prospect  and  possibilities  of  Indonesia's  development  in  the  context  of 
ASEAN  and  regionalism  in  Southeast  Asia. 

United  States  foreign  policy  has  undergone  significant  changes  in  both 
form  and  content  since  the  end  of  the  Nixon  —  Ford  —  Kissinger  era.  These 
policy  changes  reflect  not  only  President  Carter's  own  desires  and  initiatives, 
but  also  the  increasing  ability  of  the  Congress,  vis  a  vis  the  Executive  branch, 
to  influence  recent  American  foreign  policy  decision-making.  In  this  article 
"President  Carter's  Foreign  Policy  and  the  Role  of  the  American  Congress" 
Yusuf  Wanandi  explores  how  this  new  Presidential-Congressional  relation- 
ship affects  current  U.S.  foreign  policy  in  a  number  of  issue-areas  and  in  a 
variety  of  geographical  settings  with  particular  emphasis  on  America's  policy 
toward  Asia  and  Indonesia. 

Hendra  Esmara  gives  his  estimate  on  the  prospect  of  economic  growth  in 
West  Sumatra  based  on  the  available  natural  resource  potentials. 

In  commemoration  of  "Kartini's  Day" presented  to  us  is,  an  uprooted 
r  elevation  of  one  aspect  of  Kartini's  life  —  her  ambivalent  feelings  towards 
polygamy  out  of  subconscious  retaliation  of  her  family  background  and  her 
own  marriage. 

A  book  review  contributes  to  this  month's  issue  of  the  Indonesian 
Quarterly:  Cutlass  and  Cressent  Moon  —  a  case  study  in  social  and  political 
change  in  outer  Indonesia. 


THE  UNEMPLOYMENT  DRAMA  IN 
THE  LESS  DEVELOPED 
COUNTRIES:  INDONESIA 

Mari  Elka  PANGESTU 


"The  cities  are  filling  up  and  urban  unemployment 

steadily  grows  the  marginal  men,  the  wretched 

strugglers  for  survival  on  the  fringes  of  farm  and  city 
may  already  number  more  than  half  a  billion;  by 
1980,  they  will  surpass  a  billion,  by  1990  two  billion. 
Can  we  imagine  any  human  order  surviving  with  so 
gross  a  mass  of  misery  piling  up  at  its  base?"  (Robert 
McNamara,  President  of  the  World  Bank) 


I.  DIMENSION  OF  THE  UNEMPLOYMENT  DRAMA 

In  this  first  section  we  will  briefly  review  the  general  unemploy- 
ment picture  for  less  developed  countries  (LDC  hence  forth).  Many 
statistical  surveys'  have  been  carried  out  to  show  that  the  un- 
employment problem  is  an  unpleasant  reality  and  is  expected  to 
deteriorate  in  the  near  future. 

The  basic  conclusions  of  the  survey  are  as  follows: 

—  The  decrease  in  death  rates  due  to  improved  health  services 
and  conditions,  without  a  corresponding  fall  in  birth  rates,  has 
led  to  an  accelerated  growth  in  population.  The  lagged  effect 
of  the  population  explosion  will  be  an  increase  in  labour  force 
growth  (see  Table  1). 

—  There  is  a  rapid  rate  of  urbanizadon,  mostly  due  to  migration. 
The  International  Labour  Office  (ILO)  estimates  that  cities  will 
be  growing  by  as  much  as  696  per  annum.  Table  2  also  indicates 


I  See  OECD  Publications  OECD,  "The  Employment  Problem  in  LDC",  D.  Turnham, 
Employment  Series  No.  I  "The  Challenge  of  Unemployment  lo  Development  and  the 
Role  of  Training  and  Research  Institutes  in  Development",  G.J.  Stolnitz  etc. 
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Tabic  I 

LABOUR  FORCE  SIZE  PROJECTIONS  1970-2000 


Labour  force  in  millions  (%  of  Total) 


1970 

1980 

1990 

2000 

DC 

488  (32.5) 

542  (30.4) 

593  (27.6) 

649(25.1) 

LDC 

1.012(67.5) 

1.239(69.6) 

1.547  (72.4) 

1.933  (74.9) 

Regions: 

South  Asia 

429(42.3) 

537  (43.2) 

691  (44.5) 

886(45.6) 

East  Asia 

376  (37.1) 

440  (35.4) 

519(33.4) 

602(31.0) 

Africa 

132(13.1) 

165(13.3) 

212(13.7) 

277 (14.3) 

Latin  America 

74  (77.3) 

97  (77.8) 

129  (78.3) 

172  (68.9) 

Source:  ILO:  Bulletin  of  Labour  Statistics;  Labour  Force  and  World  Population  Growth,  1974, 
special  edition,  Geneva  1974  (Table  3A,  p.  64) 


Table  II 


WORLD'S  FASTEST  GROWING  CITIES 


City 

1970  Population 
in  millions 

1985  projected 
population 
in  millions 

Overall  growth 
rate 

I. 

Bandung,  Indonesia 

1.2 

4.1 

242 

2. 

Lagos,  Nigeria 

1.4 

4.0 

186 

3. 

Karachi,  Pakistan 

3.5 

9.2 

163 

4. 

Bogota,  Colombia 

2.6 

6.4 

146 

5. 

Baghdad,  Iraq 

2.0 

4.9 

145 

6. 

Bangkok,  Thailand 

3.0 

7.1 

137 

7. 

Teheran,  Iran 

3.4 

7.9 

132 

8. 

Seoul,  South  Korea 

4.6 

10.3 

124 

9. 

Lima,  Peru 

2.8 

6.2 

121 

10. 

Sao  Paulo,  Brazil 

7.8 

16.8 

115 

11. 

Mexico  City,  Mexico 

8.4 

17.9 

113 

12. 

Bombay,  India 

5.8 

12.1 

109 

Source:  Table  13.1  in  (11) 


that  the  world's  12  fastest  growing  cities  are  all  located  in  LDC. 

—  The  leading  modern  sector  is  not  able  to  absorb  incoming 
labour  despite  rapid  economic  growth.  ILO  estimates  that  for 
LDC  with  20%  of  population  urbanized,  the  modern  sector 
would  have  to  increase  by  10-15%  per  annum.  Indus- 
trialization and  employment  growth  in  industry  differed  (see 
Table  3). 

-  With  limited  employment  opportunities,  the  increasing 
numbers  in  the  rural  sector  employ  themselves  in  low  produc- 
tive employment.  Income  distribution  is  impairing  in  the  ex- 
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Table  III 


INDUSTRIALISATION  AND  EMPLOYMENT  IN  LDC 


Rpcrinn/rni  in  trips 

Manufacturing  annual 
output  growth  (1963-69) 

Manufacturing  employment 
growth  (1963-69) 

Africa: 

Ethiopia 

12.8 

6.4 

Kenya 

6.4 

4.3 

Nigeria 

14-  1 

Eevpt  (UAR) 

II. 2 

0.7 

Asia: 

India 

5.9 

5.3 

Pakistan 

12.3 

2.6 

Philippines 

6.1 

4.8 

Thailand 

10.7 

-  12.0 

Latin  America: 

Brazil 

6.5 

I.I 

Colombia 

5.9 

2.8 

Costa  Rita 

8.9 

2.8 

Dominician  Republic 

0.7 

-3.3 

Ecuador 

11.4 

6.0 

Panama 

12.9 

7.4 

Source:  D.  Morawetz,  "Employment  Implications  of  Industrialisation  in  Developing  Coun- 
tries", Economic  Journal,  84,  September,  1974 


panding  modern  sector,  whilst  the  traditional  sector  remains  at 
low  productivity  and  earnings  level. 
—  Urban  unemployment  is  increasing.  Current  rates  of  open  un- 
employment (i.e.  people  without  any  regular  or  part  time  jobs 
and  who  are  looking  for  a  job)  is  about  13%  of  the  urban 
labour  force  or  about  45  m.  The  greatest  incidence  of  urban 
unemployment  occur  among  the  young  (13-24  age  group) 
and  educated. 

It  is  clear  that  LDC  are  faced  with  a  serious  problem.  Such  high 
unemployment  and  underemployment  (an  issue  to  be  discussed 
more  fully  later),  is  undesirable  economically  as  it  represents  a  loss 
of  potential  output.^  Another  important  consequence  is  that  it  is 
socially  undesirable.  Poverty  and  unemployment  breeds  dissatis- 
faction, political  unrest  and  other  social  problems,  such  as  crime. 


1'  Ttuii  is  LDC  liiis  failed  to  maximisr  productivity  and  use  its  main  resource  of  labour. 
This  implies  a  loss  of  potential  output. 
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II.  UNDERLYING   CAUSES   OF  THE  UNEMPLOYMENT 
DRAMA 

As  the  1960s  approached  an  end,  it  was  apparent  that  some- 
thing was  not  appropriate  with  LDC  development  strategy.  They 
were  achieving  varying  degrees  of  growth,  but  yet  unemployment, 
poverty  and  unequal  income  distribution  still  existed.  Therefore 
we  shall  examine  the  fundamental  causes  of  growth  without 
employment. 

The  now  developed  countries  (DC  hence  forth),  such  as  USA 
and  Western  Europe,  have  developed  according  to  Lewis's  model 
through  an  orderly  and  effective  rural-urban  migration  of  labour. 
The  expanding  urban/industrial  sector  was  able  to  absorb  the  in- 
coming labour  and  development  was  consequently  able  to 
proceed.  Thus,  LDC  adopted  such  a  policy  of  rapid  indus- 
trialization and  rural-urbem  migration  followed. 

However,  it  is  evident  that  the  policy  did  not  work,  as  there  ex- 
ists high  rates  of  urban  unemployment  in  LDC.  The  major  reason 
is  that  growth  of  the  industrial  sector  was  not  accompanied  by  a 
corresponding  employment  growth'  (see  Table  3).  Development 
occurred  for  DC  because  the  pace  of  industrializadon  was  greater 
than  the  pace  of  urbanization.  For  instance,  in  France  in  1856  only 
1096  of  total  population  lived  in  cities  whilst  2996  of  labour  force 
was  in  manufacturing.*  In  LDC  the  reverse  occurred.  For  instance 
in  Brazil  recently,  5096  of  total  population  were  to  be  found  in 
cities,  whilst  only  1896  of  labour  force  was  employed  in  manu- 
facturing. 

One  aspect  of  the  problem  is  clearly  the  rapid  industrialization 
via  import  substitution  policy  that  was  pursued.  This  has  led  to 
market  and  price  distortions.  Capital  was  made  relatively  cheap 
and  labour  more  expensive  due  to  various  price  distortions.  The 
interest  rate  was  forced  down  to  low  levels  to  encourage  invest- 
ments in  the  modern  sector.  Credit  is  thus  rationed  and  this  leads 
to  allocative  inefficiency  as  capital  is  preferred  to  labour,  whereas 
labour  is  the  abundant  factor.  The  exchange  rate  was  overvalued 

3  Afterall  if  we  assume  that  the  industrial  sector  is  estimated  to  employ  2096  of  labour 
force,  then  if  labour  force  increased  by  3%  annum,  then  employment  growth  in  this  sec- 
tor needs  to  be  15%  (i.e.  0.2  times  0.15).  This  is  indeed  a  high  growth  rate. 

4  See  M.  Todaro,  Economies  for  a  Developing  Country.  Longmans  1977,  chapter  13-16 
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due  to  restrictions  on  imported  manufactured  and  consumption 
goods,  although  negligible  duties  were  imposed  an  imports  of 
capital  equipment  and  intermediate  goods.  This  undervaluation  of 
the  price  of  capital  also  encouraged  use  of  capital.  Another  source 
of  bias  in  favour  of  capital  use  were  tax  incentives  to  investment, 
which  v/ere  invariably  related  to  capital  use. 

On  the  labour  side,  minimum  wage  and  other  legislations  and 
institutional  factors  which  set  wages  above  the  market  rate  and  also 
high  wages  in  the  public  service  (which  tended  to  have  a  response 
in  the  private  sector),  has  tended  to  increase  the  wage  level  above 
the  opportunity  cost.  This  creates  a  bias  against  labour  use. 

Furthermore,  in  the  product  markets,  overvalued  exchange 
rate  has  led  to  exports  being  overvalued  as  they  are  too  high  a 
price.  Thus  the  traditional  agricultural  sector  has  to  compete  with 
artificially  low  priced  imports  and  on  top  of  that,  the  Government 
usually  adopts  a  low  price  policy  for  its  products,  such  as  food  (i.e. 
the  traditional  sector  is  predominantly  the  agricultural  sector). 
Thus  the  domestic  terms  of  trade  are  against  the  agricultural  and 
export  sector. 

In  the  modern  sector  import  substitution  policy  has  thus  led  to 
production  of  imports  which  tend  to  be  capital  intensive,  rather 
than  exploiting  LDC  comparative  advantage  in  labour  intensive 
exports.  Non-uniform  tariffs  favouring  capital  goods,  has  led  to 
importation  rather  than  domestic  production  of  capital  and  inter- 
mediate goods. 

Therefore,  capital  is  underpriced  and  labour  is.  overpriced, 
leading  to  capital  intensive  production  techniques  and  product 
mix,  irrespective  of  factor  endowment.  Another  possible  reason  is 
that  LDC  tend  to  choose  the  latest  western  technology,  which  in- 
evitably are  labour  saving  as  DC  are  short  of  labour,  because  of 
prestige.  Foreign  aid  is  also  another  source  of  encouragement  to 
use  the  donor  country's  equipment.  Thus  although  industrial  out- 
put has  grown,  it  was  not  allocatively  efficient.  Markets  were  not 
cleared  and  the  choice  of  technology  and  output  mix  was  not  ef- 
ficient. 

The  second  aspect  of  the  problem  is  the  urbanization  process 
itself.  Rapid  rural-urban  migration  occurred  not  only  because  of 
the  wage  differential,  but  also  because  the  rural  migrants  expected 
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to  get  a  job  (sooner  or  later)  with  a  higher  income.  ''  "So  more  and 

more  flock  to  the  cities  to  stare  at  the  bright  city  Hghts  only 

to  be  disillusioned".  Disguised  unemployment  in  the  traditional 
sector  manifested  itself  into  visible  open  unemployment. 

In  the  light  of  the  causes  and  dimensions  we  shall  now  look 
briefly  at  further  associated  problems,  before  we  tackle  the  for- 
midable task  of  discussing  policy  implications  and  formulations. 


III.  ASSOCIATED   PROBLEMS   WITH  THE   DATA  AND 
OTHER  RELATED  PROBLEMS 

There  tends  to  be  two  main  problem  areas  that  disrupt  some 
policy  measures,  if  they  are  not  carefully  rectified. 

The  first  deals  with  the  statisdcal  relevance  of  the  unemploy- 
ment data.  The  number  of  the  unemployed  are  defined  as  those 
who  are  without  work  and  are  looking  for  a  job,  but  in  fact  open 
unemployment  is  riot  the  only  facet  of  overall  unemployment. 
Such  a  narrow  definition  of  the  unemployed  will  not  be  applicable 
to  LDC  as  it  will  exclude  the  underemployed  or  the  disguised  un- 
employed and  the  disillusioned  who  have  given  up  looking  for  a 
job.  Under  such  a  narrow  definition,  the  beggars  on  the  streets 
would  not  fall  under  the  category  of  the  unemployed. 

Thus  open  unemployment  as  reflected  by  statistics  only  reveal 
part  of  the  problem  of  unemployment.  A  significant  part  of  the  un- 
deremployment, exists  too  and  one  estimate  indicates  that  wastage 
of  labour  potential  due  to  underemployment  is  about  25-3096." 
There  is  much  discussion  on  the  definition  and  measurement  of 
disguised  unemployment.  For  the  purpose  of  our  discussion,  we 
will  adopt  a  productivity  or  income  approach  as  was  suggested  by 
A.  Bhagwat. '  Disguised  unemployment  is  defined  and  identified 
with  annual  real  earnings  below  a  certain  level. 


5  This  is  in  accordance  with  Todaro's  expected  incomes  model;  for  more  details,  see  M. 
Todaro,  Economics  for  a  Developing  Country,  Longmans  1977,  chapter  13-16. 

6  Sec  D.A.  Morse,  "Unemployment  in  Developing  Countries",  Political  Science  Qimrterly, 
vol.  85,  no.  1,  1970  (p.  6) 

7  A.  Bhagwat,  "Main  Features  of  The  Employment  Problem  in  Developing  Countries", 
IMF  Staff  Papers,  March  1973 
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It  should  be  realised  that  many  forms  of  underemployment  ex- 
ist because,  in  the  absence  of  social  welfare,  the  poor  try  to  eke  out 
a  living  with  any  form  of  employment,  which  are  usually  of  very 
low  productivity.  For  instance,  they  employ  themselves  in  small 
household  enterprises  —  which  usually  employs  more  labour  than 
necessary  —  or  have  seasonal  jobs,  or  undertake  any  form  of  casual 
work.  It  then  becomes  difficult  to  distinguish  between  the 
economically  active  and  the  inactive;  and  also,  a  substantial  part  of 
the  labour  force  may  be  employed  at  dmes  and  unemployed  or  un- 
deremployed at  other  dmes.  The  policy  implicarion  is  clear,  its 
insufficiency  to  create  jobs  (which  may  in  fact  lead  to  increasing 
urbanization  because  of  improved  employment  opportunities),  but 
it  would  be  more  appropriate  to  increase  the  demand  for  labour  in 
more  productive  occupations^  and  thus  increase  the  real  earnings 
of  those  with  low  incomes.  This  can  be  done  through  improving 
the  pattern  of  labour  udlization,  which  will  be  discussed  more  fully 
in  the  next  section. 

The  problem  area  to  be  discussed  now,  concerns  the  notion  of 
whether  there  is  a  conflict  between  output  and  employment.  On 
the  premise  of  past  experiences,  many  have  concluded  that  there 
was  a  conflict  between  output  and  employment  because  growth 
was  achieved  without  employment.  Subsequently,  their  policy 
orientation  revolved  around  the  question  of  whether  we  should 
have  growth  with  unemployment  or  employment  without  growth. 
In  the  first  situation  growth  is  said  to  facilitate  employment  in  the 
future  and  in  the  second  situation  employment  will  lead  to  ex- 
pansion of  output  and  thus  growth  in  the  future.  Thus  a  trade-off 
between  the  two  is  seen  to  exist. 

However,  G.  Ranis'  offers  a  conflicting  view.  He  contends  that 
the  conflict  between  growth  and  employment  occurred  because 
the  wrong  policy  measures  of  import  substitution  was  pursued. 
That  is,  import  substitution  policies  that  introduced  distortions  in 
the  market  which  biased  labour  and  favoured  capital.  Ranis  also 


8  See  A.  Bhagwat,  ibid.,  Bhagwat  suggests  that  this  can  be  done  in  3  ways:  (a)  Increase 
labour  productivity  in  current  occupations,  (b)  Creating  employment  opportunities  in 
more  productive  occupations,  (c)  By  increasing  their  real  income  through  some  re- 
distribution device. 

9  C.  Ranis,  "Output  and  Employment  in  the  Seventies:  Conflict  or  Complements",  in 
R.G.  Riflker  and  H.  Lubell,  Employment  and  Unemployment:  Problems  of  the  Near  East  and 
South  Asia,  vol.  I,  Vikas  1971 
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cites  a  few  successful  cases  such  as  Taiwan  and  Korea  presendy  and 
Japan  historically,  who  have  achieved  both  employment  and 
growth.  Thus  he  contends  that  there  is  no  conflict  between  output 
and  employment,  provided  that  growth  is  directed  in  the  right 
direction  —  that  is  to  include  employment  oriented  policy  in  its 
overall  development  strategy.  Whether  the  policy  should  be  export 
substitution  as  Ranis  strongly  suggests,  will  of  course  depend  on 
individual  countries.  One  cannot  really  generalize  from  the  success 
of  a  few  countries.  Furthermore  it  is  possible  that  a  conflict 
between  output  and  employment  may  arise  in  certain  countries. 
Thus,  as  in  many  other  areas  in  development  economics  we  have 
two  contradictory  views  (and  thus  two  policy  implications)  in  which 
one  is  right  by  country  examples,  but  yet  it  is  not  sufficient  enough 
to  be  able  to  generalize  and  refute  the  other  view.  We  do  not  intend 
to  take  a  stance  on  the  matter;  the  important  thing  to  realize  is  that 
there  is  something  wrong  with  the  present  policy  package  adopted 
by  those  poor  LDC,  but  the  solution  will  vary  from  country  to 
country.  Whether  export  substitution  or  correction  of  present  im- 
port substitution  or  some  combination  of  policies  is  to  be  adopted, 
will  depend  on  the  country  in  question.  To  increase  employment 
however,  the  policy  would  undoubtedly  have  to  be  employment 
improvement,  essentially  productivity  increase  oriented. 

IV.  POLICY  IMPLICATIONS:  WHAT  CAN  BE  DONE? 

With  the  last  three  sections  as  background,  we  proceed  to  the 
conclusion  of  the  drama:  how  can  LDC  cope  with  the  unpleasant 
reality  they  are  faced  with  ?  There  is  more  behind  the  scenes  than  a 
superficial  glance  allows  for,  as  we  shall  see  by  analysis  of  the  ob- 
vious. 

Firsdy,  the  problem  of  population  control  through  family 
planning  programs.  This  seems  to  be  an  obvious  way  to  reduce  the 
labour  force  increase.  However,  whilst  its  long  term  significance  in 
curbing  future  labour  force  increase  is  not  denied,  it  will  not  alle- 
viate the  present  (and  the  near  future)  labour  force  increase.  The 
labour  force  for  the  next  10-15  years  has  already  been  born  and 
will  be  a  source  of  potential  unemployment.  Thus  more  positive, 
shorter  term  measures  are  needed. 

Another  obvious  solution  is  to  create  more  jobs  to  absorb 
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more  men.  However  this  type  of  Keynesian  economic  solution  of 
stimulating  aggregate  demand  to  create  employment,  will  not 
work  in  LDC.  It  was  geared  for  the  cyclical  unemployment  of  DC. 
In  LDC  the  problem  is  a  deep  set  structural  one  with  a  substantial 
number  of  underemployed.  The  answer  lies  in  increasing  the  de- 
mand for  labour  in  more  productive  jobs.  Urban  unemployment 
may  in  fact  be  exacerbated  as  a  result  of  increasing  rural-urban  mi- 
gration. Migration  rates  are  assumed  to  be  directly  related  to  both 
urban  wages  and  higher  urban  employment  probabilities. 
Consequently,  any  employment  oriented  policy  which  is  directed 
at  increasing  employment  in  urban  areas,  must  be  accompanied  by 
measures  to  prevent  rural  urban  migration. 

This  points  to  the  necessity  for  a  policy  to  create  rural-urban 
economic  balance.  This  can  be  done  by  'attacking'  both  ends,  i.e. 
by  reducing  the  'pull'  from  the  urban  sector  and  the  'push'  from 
the  rural  sector.  The  'pull'  may  be  reduced  by  narrowing  the  gap 
between  rural-urban  income  differential  by  urban  wage  restraint, 
adjustment  of  minimum  wage  rates,  revision  of  the  structure  of 
wages  policy  and  so  on.  This  may  be  difficult  in  some  areas ;  for  in- 
stance wages  are  often  'sticky  downwards'  and  it  is  difficult  to 
develop  an  effective  wages  policy. 

The  'push'  may  be  reduced  by  an  integrated  development  of 
the  rural  sector  and  developing  small  scale  village  industries,  which 
are  labour  intensive  and  involve  simple  technology.  Terms  of  trade 
which  have  acted  against  the  agricultural  sector  should  also  be  re- 
moved (eg.  ceiling  prices  of  food,  export  taxes  and  restriction  on 
primary  products).  Employment  potential  in  rural  modernization, 
through  adopting  a  labour— using  and  capital— saving  approach, 
should  be  fully  exploited. 

So  far  we  have  commented  upon  the  suppply  aspect/feature  of 
increasing  labour.  We  will  now  attempt  to  analyze  the  demand 
aspect,  which  is  more  complicated. 

We  will  firsdy  turn  to  fiscal  policies  to  achieve  allocative  ef- 
ficiency according  to  resource  endowment  (i.e.  correct  demand  for 
labour).  By  achieving  allocative  efficiency,  the  way  is  paved  for 
stabilizadon  and  a  more  equitable  distribution  of  income.  The  first 


This  if,  in  accordance  with  Todaro's  expected  incomes  model;  for  more  details,  sec  M. 
Todaro,  op.cil.,  chapter  13. 
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Step  is  to  remove  the  artificially  imposed  distortions  that  have  led 
to  misdirection  of  resources.  Therefore,  restrictions  on  imports 
and  non-uniform  import  tariffs  should  be  removed.  Tariff's  should 
be  set  at  a  relatively  low  level.  Minimum  wage  and  other  legis- 
lation and  low  interest  rates  should  be  removed  and  allowed  to  be 
set  by  the  market.  Tax  and  tax  incentives  which  favour  capital- 
intensive  methods  of  producdon  and  also  all  policies  which  work 
against  the  traditional  sector,  should  be  eased.  This  will  eventually 
remove  all  previous  market  distorting  policies  and  make  way  for  a 
more  efficient  allocation  of  labour  and  capital,  within  and  among 
sectors  such  that  output  is  maximized. 

The  market  mechanism  is  unfortunately  not  perfect,  so  private 
and  social  cost  may  not  be  equal.  For  instance,  the  price  of  labour 
may  still  be  greater  than  its  opportunity  cost  and  the  price  of 
capital  less  than  its  opportunity  cost.  Then  a  possible  fiscal  policy 
package  is  to  apply  a  subsidy  to  labour  and  impose  a  tax  on 
capital.  This  will  lead  to  an  increased  demand  for  labour  intensive 
methods  and  product  mix.''  It  is  also  possible  that  due  to  the  ex- 
istence of  an  unorganized  capital  market  in  which  interest  rates  are 

not  controlled,  that  "  the  extension  of  the  organized  capital 

market  into  this  sector  seems  very  likely  to  be  an  exercise  which  will 
pay  for  itself'.'^ 

Other  measures  to  increase  employment  are  by  lowering  taxes 
and  providing  subsidies  to  certain  industries  which  have  growth 
potential'^  and  are  relatively  labour  intensive.  Another  possibility 
is  to  subsidize  firms  coming  into  development  areas  to  encourage 
private  entrepreneurs. 

Some  practical  suggesdons'*  are  that  of  using  taxes-cum- 
subsidies  approach  (eg.  investment  allowances  for  labour  inten- 
sive equipment)  to  make  the  use  of  capital-intensive  equipment  less 
attractive  for  the  producer  to  that  of  labour;  to  undertake  selective 
measures  to  make  use  of  capital-intensive  equipment  less  attrac- 


I  1  For  more  details  sw  R.  McLcocI,  "UndcM  -utilisationor  Labour  in  LDC",  A.N.U.  Thesis. 

12  Ibid.,  p.  38 

13  For  iiisiaiice  in  India,  export  duty  on  tea  was  lowered  and  the  industty  flourished  and 
provided  eniploynieni. 

14  Intel  national  Labour  GlFicc,  "Fiscal  Measures  for  Employment  Promotion  in  Develop- 
ing Couiuries",  1972 


12 


THE  UNEMPLOYMENT  DRAMA 

tive  relative  to  that  of  labour  intensive  equipment  and  to  make 
capital  intensive  products  more  expensive  relative  to  labour  inten- 
sive products,  so  that  consumers  will  substitute. 

We  now  consider  a  more  recent  long  run  policy  suggesdon, 
which  has  been  successful  in  countries  like  Taiwan,  Korea  and  West 
Pakistan  in  contemporary  dmes  and  of  course  Japan  historically. 
Singapore,  Hong  Kong  and  Malaysia  have  also  adopted  such  a 
policy  with  varying  degrees  of  success.''  The  policy  is  mainly  that 
of  adopdng  a  capital  saving  and  labour  using  method  of  produc- 
tion and  product  mix.  The  first  requirement  is  to  remove  the 
market  distordons  and  to  reorient  away  from  import  substitudon 
industries,  unless  they  have  potential  to  compete  in  the  world 
market  or  they  provide  cheaper  production  inputs  for  domestic 
producdon  (instead  of  having  to  import).  Accompanying  fiscal 
policies  to  correct  market  imperfections  and  provide  short  term  in- 
centives to  suitable  exports  may  be  needed. 

The  main  contention,  explicitly  stressed  by  G.  Ranis,  is  that 
LDC  should  move  away  fi"om  an  import  substitution  phase  to  an 
export  substitution  phase,  which  is  likely  to  be  more  labour  inten- 
sive. Many  LDC  will  not  have  enough  resources  to  devote  to 
research  and  development  of  labour  intensive  techniques.  There- 
fore they  have  to  adapt  advanced  technology,  which  are  usually 
relatively  capital  intensive,  to  be  more  suited  to  their  abundant 
labour  endowment.  This  flexibility  of  technology  and  thus  ability  to 
subsdtute  between  labour  and  capital  is  the  crux  of  the  matter. 
Ranis  calls  it  capital  stretching  and  quotes  many  examples  of  such 
flexibility  in  Japan,  Taiwan  and  Korea."  For  instance  in  the  19th 
century  in  Japan,  the  number  of  workers  per  identical  spindle  in 
the  spinning  industry,  was  seven  times  that  used  in  the  USA.  Coun- 


15  We  have  tended  to  concentrate  on  LDC  in  the  Asian  region  as  it  is  more  relevant  for  the 
Australian  context.  There  are  of  course  many  other  LDC  in  South  America  which  have 
adopted  various  policies  with  varying  degrees  of  success. 

16  G.  Ranis,  "Industrial  Sector  Labour  Absorption",  Economic  Development  and  Cultural 
Change,  April,  1973,  and  also  G.  Ranis,  "Output  and  Employment  in  the  Seventies: 
Conflict  or  Complements",  in  R.G.  Ridker  and  H.  Lubell,  Employment  and  Unemploy- 
ment: Problems  of  the  Near  East  and  South  Asia,  vol.  1,  Vikas  1971 

17  For  details,  see  G.  Ranis,  "Industrial  Sector  Labour  Absorption",  Economic  Development 
and  Cultural  Change,  April,  1973,  and  R.  McLeod,  "Under-utilisation  of  Labour  in 
LDC",  A.N.U.  Thesis. 
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tries  like  Japan,  Korea  and  Taiwan,  have  demonstrated  the 
possibility  of  substitutability  between  labour  and  capital. 

G.  Ranis  also  conceived  the  notion  of  a  'technological  shelf," 
which  is  a  set  of  activities  or  technologies  that  have  been  used 
somewhere  in  other  DC  at  some  point  in  time.  This  implies  that  the 
appropriate  type  of  technology  is  one  chosen  initially  from  the 
'technological  shelf,  but  then  adapted  to  the  abundant  labour  (i.e. 
capital  stretching  of  imported  technology)  because  of  the  scarcity 
of  capital,  which  means  more  workers  should  be  employed  per 
unit  of  capital. 

Examples  of  Korea,  Taiwan  and  Japan  have  shown  that  LDC 
are  capable  of  producing  manufactured  goods  (more  recendy  one 
can  look  at  examples  of  Hong  Kong,  Singapore  and  Malaysia).  In- 
deed they  are  able  to  compete  in  world  markets.''  Export  sub- 
stitution is  not  the  only  possible  area.  Processing  of  unfinished 
goods  or  raw  materials  which  only  needs  unskilled  labour  to 
transform  it  into  finished  goods,  is  also  another  potential  source  of 
employment.  In  fact  Japan  has  looked  up  to  Korea  and  Taiwan  in 
this  respect  as  the  effects  of  the  fall  in  fertility  are  felt  and  labour  is 
scarce.  It  seems  that  Korea  and  Taiwan  are  now  experiencing  what 
Japan  was  experiencing  in  the  1960's,  a  falling  labour  force  in- 
crease. This  was  a  result  also  of  a  fall  in  fertility  in  the  1960's.  Thus 
they  will  be  looking  to  other  LDC  who  still  have  abundant  labour 
to  provide  the  cheap  labour  for  processing  and  assembly  oriented 
production.  The  LDC  in  Southeast  Asia  seem  to  be  the  potential 
source.^" 

However,  it  must  be  realized  that  exports  have  to  be  imported 
by  others.  This  points  out  the  need  for  trade  co-operation  with 
DC.  It  is  no  use  developing  an  export  sector  when  DC  reacts  by  im- 
posing tarifi'  walls.  DC  have  to  co-operate  on  the  matter  of  direct- 
ing foreign  aid  and  investment  to  more  labour  intensive  and  ex- 
port oriented  industries.  It  is  also  important  that  LDC  undertake 


18  Sec  G.  Ranis,  "Industrial  Sector  Labour  Absorption",  Economic  Development  and  Cultural 
Change,  April,  1973 

19  Unlike  the  assumption  (of  which  R.  Prebish  was  the  main  protagonist)  that  LDC  cannot 
compete  in  the  world  markets  For  manufacturing. 

20  For  more  details  regarding  LDC  developments  in  Asia,  see  C.T.  Edwards,  "Australia 
and  Asia"  and  "Recent  Economic  Developments  in  Asia:  Their  Significance  for  Austra- 
lia", Dyson  House  Papers,  Australia,  Asia  and  the  World. 
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research  and  study  to  realize  potential  export  markets.  Thus  trade 
negotiations  and  commissions,  participation  in  trade  fairs  and 
trade  delegations  is  an  essential  component  of  the  export  sub- 
stitudon  policy. 

In  addition,  countries  deciding  to  undertake  export  sub- 
stitution policies  must  be  constantly  aware  of  market  development 
and  demand.  A  good  example  of  this  is  the  case  presently  with 
Korea,  Taiwan,  Singapore  and  Malaysia.  Faced  with  quandtative 
restrictions  from  various  DC,  they  have  switched  to  production  of 
high  quality  goods  instead  of  cheap  low  quality  goods.  Importers 
in  DC,  such  as  Australia,  will  want  to  import  goods  with  a  high 
profit  mark-up  because  of  restrictions;  thus  high  quality  goods  (eg. 
in  footwear  and  clothing)  will  be  the  ones  they  would  import.  This 
is  a  case  in  point  about  responsiveness  to  market  developments. 

It  is  realized  that  it  is  dangerous  to  generalize  from  a  few 
success  stories.  Whilst  export  substitution  has  worked  for  the  coun- 
tries we  have  cited  as  examples,  it  may  not  work  for  other  coun- 
tries. The  converse  argument  against  export  substitution,  com- 
monly referred  to  as  outward  looking  policies,  is  that  of  import 
subsdtudon  and  self-sufficiency.  Given  the  present  deficiencies  of 
import  substitution  policies  the  argument  is  not  to  'scrap  it',  but  to 
improve  on  it.^' 

We  contend  that  which  policy  is  the  correct  one  will  depend  on 
a  country  by  country  analysis.  Whilst  outward  looking  policies  may 
suit  one  country  as  the  success  country  examples  show,  inward 
looking  policies  of  import  substitution  may  work  for  other  coun- 
tries. Once  again  as  in  many  other  areas  in  development  eco- 
nomics, there  is  no  one  right  policy;  each  country  will  have 
different  economic  and  social  circumstances,  which  necessitates 
one  or  the  other  or  a  combination  of  inward  and  outward  looking 
policies. 

However  the  trend  in  LDC  in  the  Asian  region  seems  to  be  ex- 
port substitution;  the  success  of  this  trend  is  not  as  yet  very  ap- 
parent. The  dramadc  development  of  Korea  and  Taiwan  all  oc- 
curred in  a  short  period  of  about  10  years,  so  LDC  in  the  Asian 
region  may  not  have  long  to  wait. 


1  Sec  I.  Sachs,  "Ouiwarcl  Looking  Strategies:  A  Dangerous  Illusion",  in  P.  Streetcn,  Trade 
Strategies  for  DevelopmerU,  McHWUn,  1973 
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The  proportion  of  manufacturing  for  exports  in  LDC  has  been 
increasing  (see  Table  4),  since  the  1960's  and  growing  rapidly  in 
1970's."  In  response  to  growing  problems  of  unemployment  and 
underemployment,  countries  have  adopted  policies  which  use 
abundant  labour  through  establishing  export  industries,  especial- 
ly in  manufacturing.  The  inevitable  quesdon  "is  export  sub- 
stitution the  answer?"  unanswerable  for  as  long  as  it  cannot  be 
conclusively  answered.  This  will  be  the  case  if  it  ends  up  like  pre- 
vious import  subsdtution  policies  by  introducing  market  dis- 
tordons.  One  must  be  careful  not  to  re-introduce  further  dis- 
tortions by  adopting  an  export  substitution  policy. 


Table  IV 


MANUFACTURING  INDUSTRIES  TREND  IN  LDC 

1955 

1960 

1967 

1974 

1976 

Agricultural  products 

76 

72 

61 

47 

43 

Ores  and  Minerals 

13 

15 

17 

16 

16 

Manufactures 

10 

13 

21 

36 

41 

100 

100 

100 

100 

100 

US  $  billion 

18 

20 

28 

88 

108 

Manufacturing  US  $  billion 

2 

45 

Source:  C.T.  Edwards 


In  conclusion  it  must  be  noted  that  all  these  policy  suggesdon 
are  theoretically  valid,  but  may  not  work  in  practice  because  of 
many  other  non-economic  factors.  It  may  be  politically  undesir- 
able to  remove  import  substitution  policies.  The  civil  servants  who 
have  acquired  power  through  pursuance  of  such  policies  will  not 
be  willing  to  give  up  so  easily.  There  are  other  barriers,  LDC  usual- 
ly suffer  from  a  lack  of  administradon  capability  and  capacit)',  lack 
of  resources,  lack  of  skilled  manpower,  varying  degrees  of  corrup- 
don  and  other  unstable  influences.  Thus  the  prologue  of  any 
policy  package  must  be  to  carry  out  a  feasibility  of  the  countr)'  and 
careful  consideradon  of  social  and  political  factors  that  may  pre- 
vent such  policies  from  working  effecdvely.  If  impediments  cannot 
be  removed  than  measures  to  midgate  it  or  adapting  policies  to 
imperfections  will  be  necessary. 


22  Sec  C.T.  Edwards,  op.dt. 
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In  brief  the  policy  outline  is  as  follows 

—  In  the  short  term,  policy  should  be  oriented  to  removal  of  pre- 
sent distortions,  immediate  creation  of  employment  oppor- 
tunities, such  as  through  Government  programmes,  and 
measures  to  stop  rural-urban  drift. 

—  In  the  medium  term,  policies  such  as  establishment  of  a  com- 
prehensive incomes  policy,  acceleration  of  rates  of  industrial 
and  urban  output  growth  and  integrated  development  of  the 
rural  sector  may  be  pursued. 

—  In  the  long  run,  population  control  measures,^*  improving  the 
education  system  and  eventual  development  of  domesdc 
labour  intensive  goods  industries  (such  as  through  export  sub- 
sdtution)  must  be  planned  carefully. 

If  LDC  plans  for  an  overall  development  strategy,  which  ex- 
plicitly take  employment  and  income  distribution  into  consider- 
ation, it  will  be  able  to  aim  towards  growth  with  employment. 

V.  AN  EXAMPLE:  THE  CASE  FOR  INDONESIA 

In  this  final  secdon  we  will  look  at  the  dimensions  of  the  un- 
employment problem  and  some  policy  implicadons  for  Indo- 
nesia. 

In  looking  at  the  dimensions  of  unemployment  we  must  firstly 
bear  in  mind  the  lack  of  unreliable  statistics  and  the  definitional 
problem  of  unemployed  as  discussed  earlier.-'  Therefore  we  can 
only  get  a  general  picture  of  the  whole  unemployment  problem. 
The  basic  conclusions  of  the  available  data  are  that  total  po- 
pulation will  increase  at  an  estimated  2.396  (for  1973-78)  and  2.496 
(for  1978-81).^'^  This  implies  that  total  populadon  will  reach  152 
million  by  1981.  The  population  is  also  predominandy  rural  with 


23  CM.  Meier,  Leading  Issues  in  Economic  Development,  3rd  edition,  Oxford  University  Press, 
1976.  chapter  4. 

24  It  should  he  noted  that  for  the  best  effects  on  population  control  such  policies  should  be 
initiated  now  and  would  thus  be  one  part  of  the  short  run  policy  package. 

2.5  M.W.  Lciserson  in  "Employment  Perspectives  and  Policy  Approach  in  Indonesia",  ILR, 
April,  1974,  correctly  emphasises  the  need  for  detailed  information  about  the  structure 
and  operations  of  the  labour  markets  for  correct  policy  formulation. 

26  Ibid.,  for  full  discussion  on  data  from  1971  figures  from  Biro  Pu.sat  Slatislik. 
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urban  concentration  of  only  2096.  Correspondingly  labour  force  is 
expected  to  increase  at  2.596  per  annum  or  over  1  million  workers 
per  year.  C.T.  Edwards  estimates  that  the  labour  force  will  be  ex- 
pected to  double  between  1970-2000  from  66.5  million  to  about 
120  million.-'  Open  unemployment  is  comparatively  small  rela- 
tive to  other  LDC,  being  estimated  at  around  6-896  of  the  work- 
force.'* The  incidence  of  open  unemployment  (being  greatest  in 
urban  areas)  was  found  to  be  the  greatest  among  the  youth  (10-24 
age  group),  of  which  almost  two  thirds  are  first  job  seekers,  and 
more  educated. 

Open  unemployment  is  only  part  of  the  problem.  After  all  it  is 
often  said  that  "unemployment  is  a  luxury  the  poor  cannot  af- 
ford", when  no  social  welfare  compensation  schemes  are  avail- 
able. In  rural  areas  landless  labourers  and  poor  farmers  survive  by 
undertaking  any  available  jobs;  seasonal,  part  time,  casual  or 
otherwise.  In  addition,  a  related  problem  is  the  concentration  of 
population  in  Java.  Java  comprises  only  6.596  of  Indonesia's 
total  area,  but  yet  holds  about  6596  of  total  population.-'^  In 
response  to  population  pressure,  Javanese  agriculture  adapted  by 
employing  the  increasing  numbers  in  over  intensive  cultivadon  of 
irrigated  rice  fields  (sawah)  i.e.  agricultural  involution.  It  has  also 
spread  to  non-agricultural  activities.^" 

In  the  urban  areas,  the  people  struggling  for  survival  join  the 
large  informal  sector.  It  is  estimated  that  over  half  of  the  employed 
population  in  Jakarta  (i.e.  over  1  million),  is  in  this  sector.  People 
like  becak  drivers  and  cigarette  butt  collecters  are  those  who 
belong  to  this  sector  and  whose  average  earnings  amount  to  Rp. 
150  per  day.  The  informal  sector  is  characterized  by  unrestricted 


27  C.T.  Edwards,  "Australia  and  Asia"  and  "Recent  Economic  Do'elopments  in  Asia: 
Their  significance  for  Australia",  Dyson  House  Papers,  Australia,  Asia  and  the  World. 

28  This  was  estimated  by  H.W.  Arndt,  "Development  and  Equality:  The  Indonesian  Case", 
A.N.U.,  Department  of  Economics. 

29  Consccjuently  population  density  is  600/sq  km  as  compared  to  10-50/sq  km  in  the  outer 
islands,  sec  P.  Roscndalc,  "Trade  and  Employment  in  Indonesia",  paper  submitted  to 
the  Eight  Pacific  Trade  and  Development  Conference,  July.  1976. 

30  We  can  see  development  in  many  rural  manufacturing  activities  such  as  footwear, 
baskets,  mats,  batik  etc.  They  arc  small,  labour  intensive  concerns  and  work  without 
power.  They  arc  quite  profitable,  but  depend  on  urban  wholesalers  for  marketing  and 
credit. 
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entry,  activity  with  little  capital  and  without  legal  permit  and  very 
low  earnings  per  worker. 

Thus  the  employment  problem  must  necessarily  include  those 
who,  seemed  to  have  been  allocated  efficiendy  by  the  labour 
market,  but  who  are  in  fact  just  surviving.  Once  again,  the  problem 
of  such  underemployment,  should  be  to  increase  the  demand  for 
labour  in  more  productive  employment.  Open  unemployment 
among  the  young  and  more  educated  is  also  equally  important,  as 
it  represents  a  potential  source  of  social  and  political  unrest.  The 
answer  is  to  improve  the  education  system  in  the  long  run  and  to 
provide  immediate  employment  for  the  young  in  the  shorter  term. 

With  respect  to  the  wage  differential  and  urbanization,  it  does 
not  present  a  serious  problem  as  yet  compared  to  other  LDC.  Both 
are  estimated  to  be  very  low.  However,  one  look  at  the  major  cities 
such  as  the  congested  conditions  of  Jakarta  and  Surabaya,  will  be 
enough  to  make  one  feel  that  the  problem  is  serious  enough  to 
warrant  attention;  no  matter  what  the  statistics  reveal. More- 
over, it  is  estimated  that  agricultural  sector  (the  largest  single  sector 
providing  employment),  will  be  able  to  absorb  only  2096  (15%  in 
Java)^^  of  any  addition  to  the  labour  force.  Thus  with  the  labour 
force  increasing,  rapid  industrialization  and  increasing  un- 
employment in  adjacent  areas  of  the  rural  sector,  urban  concen- 
tration will  be  a  serious  problem  (if  it  is  not  already). 

It  is  thus  clear  that  the  unemployment  problem  in  Indonesia  is 
a  long  run  structural  one  and  as  such  should  be  considered  as  part 
of  the  overall  economic  development  policy.  As  Soeharto  himself 
points  out  'this  principle  should  not  be  realized  only  after  we  have 
reached  a  high  level  of  development,  but  should  be  carried  out 
from  now  on  as  we  are  carrying  out  our  development'.  He  is 
referring  to  growth  with  employment  and  thus  more  equitable  in- 
come distribudon.** 

31  For  details,  see  S.V.  Sethuraman,  "Urbanisation  and  Employment:  A  Case  Study  of 
Jakarta",  ILR,  November,  1975 

32  Indeed  the  population  of  Jakarta  is  estimated  to  be  increasing  at  4.596  per  annum,  which 
means  the  population  will  be  8  million  by  1982,  assuming  present  migration  rates.  A 
corresponding  labour  force  increase  of  4.8%  per  annum  is  also  expected.  Also  Bandung 
is  one  of  the  fastest  growing  cities  as  indicated  by  Table  2. 

33  M.W.  Lciscrson,  "Employment  Perspectives  and  Policy  Approach  in  Indonesia",  ILR, 
April,  1974 

34  Said  in  a  August  16th,  1971  speech  (p.  109)  in  Indonesia,  July/August  1971 
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In  Repelita  I  (1970-1974)  the  emphasis  was  to  increase  output 
and  much  effort  was  devoted  to  increasing  rice  production.  How- 
ever, in  RepeHta  II  (1974-1979)  the  emphasis  has  changed  to  in- 
clude income  distribution  and  employment  considerations.  The 
Government  is  well  aware  of  the  unemployment  problem  and  the 
need  to  include  it  in  the  overall  development  plan.  There  are  no 
great  positive  results  to  date,  although  some  improvements  in  the 
living  standards  have  been  observed.'^' 

It  would  seem  that  direct  Government  policies  to  reduce  the 
population  pressure  in  Java  and  tp  increase  employment  have  met 
with  little  success.  The  transmigration  program  of  financing  the 
transportation  of  peasants,  has  met  with  little  success.'^''  It  is  es- 
timated that  over  the  past  seven  years,  only  57,000  families  trans- 
migrated.^' The  emphasis  should  be  changed  to  developing  the 
potential  recipient  regions,  to  attract  migrants.  It  has  been 
suggested  that  developing  the  recipient  region,  can  be  associated 
with  natural  resources  development.^'^ 

The  Kabupateu' program^^  and  the  desa  program^"  have  also 
had  limited  success.  The  Kabupaten  program  is  expected  to  only 
accomodate  about  3%  of  total  labour  force  increase,  whilst  the  desa 
program  did  not  contribute  much  to  employment.  A  more  recent 
program,  the  Presidential  Instruction  Program  (Inpres),  is  directed 
at  development  of  the  lower  income  groups.  Funds  are  paid  out  to 
village  and  regional  authorities  to  spend  partly  as  they  like,  and 

35  "Casual  observation,  most  report,  does  suggest  a  modest  improvement  in  physical  living 
standards,  employment  and  income-notably  among  wage  labourers",  FEER,  September 
9,  1977,  p.  51 

36  A  comparison  of  the  1971  with  the  1961  census  data  shows  that  in  general,  the  rapidly 
growing  provinces  among  the  outer  islands  seem  to  have  attracted  relatively  small  in- 
llows  oi'  migrants  from  adjacent  areas  (BIES,  March  1976). 

37  FEER,  September  9,  1977,  p.  52 

38  Sec  A.R.  Soehoed,  "Commodities  and  Viable  Economic  Sectors  A  Possible  Basis  for 
Development  Planning",  The  Indonesian  Quarterly,  JanuaiT,  1977 

39  Kabupaten  programmes  involves  giving  each  kabupaten  (regencvl  and  kotamadya 
(municipality)  a  Governnrtnt  subsidy.  It  was  Rp  75  per  capita  in  1971/72,  Rp.  100  per 
capita  in  1972/73.  Employment  increased  by  30  million  man  days  (approx.  100,000  full- 
time  workers).  Il  is  estimated  to  only  increase  lo  150.000  fulltime  workers  i.e.  3%  of  like- 
ly increase  in  the  labour  force  (see  Y.B.  Wit,  "The  Kabupaten  Progiaine",  BIES.  March, 
1973). 

40  The  desa  programc  involves  provision  of  development  subsidy  of  Rp.  100,000  per 
village. 
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partly  for  specific  projects  such  as  schools.  Whether  Inpres  has 
achieved  much  has  to  be  studied  based  on  field  research;  but  it  has 
increased  employment  (though  not  substantially)  and  rural  areas 
have  benefited  from  easy  agricultural  credits  as  vs^ell  as  from 
development  spending  on  infrastructure  and  irrigation. 

Viewing  the  matter  from  a  purely  pragmatic  stance,  such  direct 
measures  are  unlikely  to  produce  substantial  increases  in  employ- 
ment and  neither  will  it  be  highly  efficient.  This  is  because  of  the 
cost,  organization  and  administration  restrictions  placed  on  such 
programs. 

Now,  before  we  go  on  to  other  more  significant  policy 
measures,  we  will  briefly  review  the  wage  system  in  Indonesia.  In  a 
recent  paper,  the  wage  system  was  described  as  being  oriented  to 
social  needs,  which  was  made  more  apparent  by  the  hyper- 
inflation in  the  mid  1960's.*'  Such  an  oriented  wage  system  is  said 
to  exacerbate  the  employment  problem  as  it  does  not  promote  ef- 
ficient use  of  labour  and  other  resources.*^  Thus,  this  aspect  of  the 
wages  system  should  be  kept  in  mind  when  formulating  policies. 

In  addition,  a  socially  oriented  wage  system  will  only  be 
directed  at  those  employed.  Social  policy  should  instead  be 
directed  through  education,  health  care,  housing  etc.  The  wage 
system  should  be  allowed  to  relate  wages  to  productivity;  and  thus 
increase  efficiency  of  allocation. 

On  the  point  of  social  policy,  the  increasing  number  of  youth 
unemployed  indicates  that  the  education  system  should  be  im- 
proved.*^ The  Government  should  perhaps  investigate  pros- 
pective supply  of  and  demand  for  particular  skills,  so  that  the  cor- 
rect emphasis  in  areas  of  education  can  be  taken.  At  present  Indo- 
nesia is  churning  out  too  many  Arts  graduates,**  instead  of  the 
much  needed  professional  and  technical  skilled  workers. 

4 1  For  details,  see  H.W.  Arndt  and  R.M.  Sundrum,  "Wage  Problems  and  Policies  in  Indo- 
nesia", ILR,  November,  1975. 

42  For  instance  relating  a  high  proportion  of  wages  to  the  needs  of  the  worker  e.g.  by  the 
number  of  dependents,  payment  in  kind,  manpower  regulations  designed  to  protect  job 
security  by  limiting  the  right  of  an  employer  to  dismiss  his  workers  and  to  a  lesser  extent 
minimum  wage  legislation. 

43  The  system,  especially  in  the  Public  Service,  of  hiring  workers  according  to  education 
qualifications  instead  of  merit  warrants  reviewing  also. 

44  This  is  because  the  education  system  is  geared  to  employment  in  the  Public  Service.  De- 
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We  shall  now  proceed  to  discuss  the  prevalent  features  of  the 
Indonesian  economy  and  then  on  policy  implications. 

The  first  feature  is  the  favourable  foreign  exchange  position. 
This  has  only  been  realized  recently  since  the  oil  price  increase  in 
1973.  The  uncertainty  of  foreign  exchange  earnings  (among  other 
things)  caused  by  the  Pertamina  liquidity  crisis  can  be  said  to  have 
been  setded  at  a  cost,  although  the  major  difficuldes  are  now  over. 
Repayments  of  Pertamina's  short  term  debts  resulted  in  low 
foreign  exchange  reserves  of  $  590  million  (U.S.)  at  the  end  of 
1973.  In  1976  reserves  rose  to  $  1.400  million  (U.S.),  but  by  the  end 
of  July  1977,  the  foreign  exchange  earnings  have  soared  up  to  $ 
2.400  million  (U.S.).''^  Thus,  the  foreign  exchange  position  is  once 
again  favorable.""^  Furthermore  expected  further  growth  in  oil, 
timber,  copper,  bauxite  and  nickel  ore  and  the  development  of  li- 
quid natural  gas,  coal  and  aluminium  exports  represent  future 
sources  of  strengthening  the  foreign  earnings  position.^' 

The  second  feature  is  the  highly  capital  intensive  technology 
found  in  the  growing  sectors,  a  large  part  of  the  recent  growth  was 
due  to  foreign  investment.  Natural  resource  industries  are  under- 
standably highly  capital  intensive  ""^  because  of  the  complexities  in- 
volved, but  ancillary  activities  and  manufacturing  should  not  be.^' 


mand  and  supply  of  education  is  thus  concentrated  in  the  hberal  Arts,  resulting  in  the 
over-supply  of  such  graduates. 

45  Asian  Finance,  Special  Report  on  Indonesia,  in  15  August/September  1977  issue 

46  The  favourable  foreign  exchange  position  will  depend  also  on  oil  prices  not  declining 
and  that  the  Government  is  able  control  imported  inflation.  The  foreign  reserves  at  the 
end  of  November  seems  to  over  $  2.8  billion. 

47  New  projects  on  the  scene  are  the  Badak  liquefied  natural  gas  project  (LNG),  Sulawesi 
nickel  smelter  and  the  first  stage  of  the  Krakatau  Steel  Plant.  These  are  expected  to  con- 
tribute to  foreign  exchange  earnings. 

48  Although  there  is  slight  evidence  that  indirect  employment  effects  from  both  oil  and 
timber  are  quite  significant  in  the  areas  that  these  industries  are  located,  e.g.  in  Riau 
(from  which  85%  of  total  crude  oil  production  comes  from),  the  non-agricultural  sectors 
a])pears  (o  make  a  larger  contribution  to  regional  non-oil  GDP  than  in  any  other 
|)rovincc.  See  P.  Ro-scndale,  "Trade  and  Employment  in  Indonesia",  paper  submitted  to 
the  Eight  Pacific  Trade  and  Development  Conference,  July,  1976,  p.  6. 

49  In  a  number  of  im|)orl  substitution  industries,  high  rales  of  growth  in  production  in  rc- 
cenl  years,  hide  ineniciencies  due  to  the  operation  of  loo  many  small  finiis  producing 
well  below  optimum  scale  in  a  limited  market  (especially  for  luxui^-  items).  High  costs  in 
these  pioiccted  industries  lepresenl  a  misallocation  of  scracc-  skilled  labour  and 
management  personiu'l.  Si-v  BIES,  "SuiA-ey  of  Recent  Developments",  November,  1976. 
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A  recent  survey^"  of  light  manufacturing  industries  revealed  that 
they  were  relatively  capital  intensive/'  both  foreign  and  domestic 
industries,  than  rational  cost  considerations  would  allow.  This  was 
mainly  due  to  cheap  credit,  tariff  protection,  tax  exemptions  and 
concessions,  over-valued  exchange  rates  (in  the  sense  of  prefential 
treatment  to  imports  of  capital)  and  a  lack,  of  informadon  on  alter- 
native labour  utilization  methods. 

There  are  many  examples  of  inefficient  manufacturing  con- 
cerns. It  was  observed  that  these  industries  were  mainly  inward 
looking  and  were  geared  too  much  to  the  consumption  needs  of  a 
small  elite.  'A  country  which  cannot  make  a  bicycle  efficiently  is 
unlikely  to  make  cars  efficiently."  Such  a  comment  on  the  Indo- 
nesian car  industry  leaves  some  food  for  thought. 

Consequently,  inefficient  use  of  capital  resources  which  are 
scarce  come  about  as  a  direct  result  of  high  protectionism  and  high 
costs  of  production.  High  cost  of  production  leads  to  a  low  de- 
mand and  subsequently,  inhibits  expansion  of  production.  High 
costs  of  production  are  due  partly  (perhaps  substantially)  to  high 
costs  of  capital  with  high  interest  rates.  Interest  rates  domestically 
are  between  15-20%  whilst  in  international  markets  they  are  only  6- 
896.  Thus,  this  hampers  Indonesia's  potential  to  compete  inter- 
nationally by  expanding  its  industries.  There  is  also  a  lack  of  in- 
frastructure, which  requires  additional  investment,  and  there  is 
also  a  lack  of  power  as  well  as  costs  of  port  and  transport  delays. 

POLICY  IMPLICATION 

Now  to  turn  policy  implication.  What  can  be  done?  It  seems 
that  Indonesia's  future  development  lies  in  how  efficiently  she  is 
able  to  use  the  available  natural  resources  (actual  and  future 
potential)  to  earn  funds  for  development  purposes.  The  growth 


50  Set-  L.T.  Wells  Jr.,  "Men  and  Machines  in  Indonesia's  Light  Manufacturing  Indus- 
tries", BIES,  November,  1973 

■')1  Manufacturing  employed  only  about  2.6  million  in  1971;  1  million  were  employed  in 
large  and  medium  scale  enterprises  in  food,  drink,  tobacco,  textiles  and  rubber  process- 
ing. Ill  small  scale  enterprises,  1.6  million  employed  in  production  of  wood  and  wood 
[)r()ducts,  food,  beverages  and  textiles. 

'>2  PEER,  September  9,  1977,  p.  55 
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sectors  for  the  next  10-13  years  are  natural  resources  and  energy 
fuels  such  as  oil,  gas  and  coal  and  other  minerals  and  dmber. 
These  tend  to  be  capital  intensive  and  not  labour  absorptive. 

However,  these  resources  are  depletable.  Oil  exports  at  present 
provide  48%  of  tax  revenue  and  6096  of  foreign  exchange  earnings ; 
and  in  March  1977  production  was  at  a  high  1.72  million  barrels  a 
day.  The  dependence  on  revenue  from  oil  is  thus  apparent;  but  op- 
timistic estimates  suggest  that  oil  exports  will  only  grow  by  2096  in 
the  foreseeable  future.**  Therefore  growth  of  manufacturing  and 
other  parts  of  the  modern  sector,  as  well  as  other  minerals,  is  need- 
ed to  ensure  the  future  flow  of  revenue.  The  general  policy  aim 
should  thus  be  to  re-invest  the  earnings  from  natural  resources 
into  widening  the  present  economic  base.  This  necessitates  a  diver- 
sification of  economic  activity.  To  make  such  a  general  policy  work 
is  of  course  difficult  when  one  has  to  consider  the  policy  as 
simultaneously  trying  to  achieve  growth,  employment  and  external 
payments  balance. 

The  relevant  question  is  not  that  of  the  size  and  rate  of  invest- 
ment only,  but  more  important,  the  direction  of  investment.*'' 
Structural  change  does  not  happen  over  time,  it  will  take  years 
perhaps  decades.  The  next  ten  years  will  be  crucial  for  deter- 
mining the  nature  and  direction  of  Indonesia's  development  

crucial  for  forming  the  stepping  stones  to  reach  the  'sunnier  side  of 
the  river  bed'.  The  need  for  accelerated  growth  and  intensified  (but 
efficient)  use  of  resources  is  realized  to  be  necessary  for  breaking 
away  from  poverty. 

We  discussed  the  miracles  that  export  substitudon  did  for 
Korea  and  Taiwan.  Will  export  substitution  work  for  Indonesia.^ 
To  establish  an  export  substitution  industry  Indonesia  must  un- 
dergo structural  changes  in  terms  of  her  infrastructure  and  insti- 
tutional set  up.  Institutional  changes  are  political  and  social 
matters,  whilst  infrastructure  problems  can  only  be  solved  slowly 
and  perhaps  expensively.  One  economist  predicts:  "Structural 
changes  that  occurred  in  South  Korea  and  Taiwan  are  bound  to 
take  place  in  other  countries  in  years  to  come.  Before  long  coun- 
ts Asian  Finance,  Special  Report  on  Indonesia,  in  15  August/September  1977  issue. 

.'54  A  recent  example  of  misdirected  investment  was  the  capital  intensive  investment  made 
by  Periamina;  such  as  telecommunications  an  airline  ofllce,  olTicc  buildings,  insurance, 
shipping,  real  estate,  a  large  steel  project  and  an  industrial  estate. 
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tries  like  Indonesia,  Malaysia  will  be  able  to  export  finished 

wood  products  (furniture,  plywood  etc.),  finished  rubber  goods, 
iron  ore  and  petro-chemicals  (urea  etc.)"."  It  is  a  feasible  idea,  but 
needs  careful  planning  and  also  care  must  be  taken  not  to  in- 
troduce further  distortions. 

The  first  step  to  such  an  outward  looking  policy  is  to  remove 
the  present  price  and  market  distortions,  so  that  the  bias  against 
labour  and  export  sectors  are  removed.  Export  industries  in  which 
Indonesia  is  likely  to  have  potential  in,  are  raw  material  processing 
and  finished  goods  with  a  local  content.  Examples  of  such  indus- 
tries are:  processing  of  logs  into  pulp  and  paper,  manufacture  of 
rubber  goods,  bauxite  and  aluminium  can  be  used  to  manu- 
facture utensils  etc  Most  of  these  have  a  low  ratio  of  capital 

to  output,  a  high  labour  content  and  uses  skills  that  are  available 
locally. 

High  costs  of  production  as  discussed  previously,  seems  to  in- 
dicate that  a  switch  to  export  substitution  may  be  difficult.  Some 
measures  of  reducing  this  is  necessary  to  realize  the  full  potential  of 
export  substitution  industries.  Such  measures  include  reducing  the 
interest  rate  domestically  and  establishing  domestic  spare  parts 
and  materials  industry.  Export  industry  incentives  should  also  be 
provided  to  attract  private  entrepreneurs ;  such  incentives  as  tax  ex- 
emptions and  special  concessions  are  also  needed. 

Another  possibility  is  the  development  of  're-exporting'  indus- 
tries; that  is,  components  are  imported  from  DC  for  assembly  and 
further  processing  which  does  not  require  skilled  labour.  Indo- 
nesia can  provide  the  abundant  unskilled  labour.  Indeed  as  dis- 
cussed in  the  previous  section,  with  the  shortage  of  labour  in  Korea 
and  Taiwan,  they  are  looking  to  Southeast  Asia  for  cheap  labour 
input.  Thus  it  is  a  real  possibility. 

Finally  on  the  matter  of  export  substitution  policy,  co- 
operation of  various  DC  are  needed  such  that  a  market  is  ensured. 
Once  again  trade  negotiations,  trade  research  such  as  attending 
trade  fairs,  sending  trainees  to  overseas  factories  needs  to  be  incor- 
porated in  the  policy  package. 


.55  J.  Panglaykim,  "North-South  Production  Trade  Patterns",  The  Indonesian  Quarterly, 
April  1977,  p.  54 
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FOREIGN  INVESTMENT  POLICY 

Now  let  us  turn  to  foreign  investment  policy.  Indonesia  is  still 
at  the  stage  of  development  where  she  still  needs  foreign  invest- 
ments, especially  in  the  natural  resources  industries.  Indonesia  still 
needs  foreign  experdse,  capital  and  technology.  However,  it  does 
not  mean  that  Indonesia  should  let  herself  become  dependent  on 
foreign  help.  She  has  to  be  more  selective  with  her  foreign  invest- 
ment policies.  The  aim  is  to  increase  the  local  capability  and  capa- 
city and  this  perhaps  necessitates  dismantling  the  triangle  of  power 
that  foreign  investment  is  normally  channeled  through  muki- 
nationals.  That  is,  to  try  to  dismantle  the  package  of  capital, 
management  and  technology.  The  best  solution  is  to  gradually 
work  towards  a  policy  of  buying  technology  and  developing 
research  and  development  to  establish  her  own  industries.  The 
technology  can  be  adapted  to  the  labour  endowment  which  is  in 
abundance,  and  thus  improve  on  foreign  investment,  which  have 
not  been  employment  oriented  in  the  past. 

Planned  and  actual  direct  employment  from  foreign  invest- 
ment appears  to  be  insignificant.^''  Thus  the  employment  effects  of 
investment  must  be  looked  into  as  well,  especially  the  links 
between  modern  sector  growth  and  employment  in  small  labour 
intensive  enterprises.  Foreign  investment  and  earnings  must  be 
channelled  into  approriate  employment  creation  industries  such  as 
the  above  mentioned  export  substitution  industries.  It  should  also 
be  specified  (and  enforced)  in  the  foreign  investment  contracts, 
that  activities  and  ancillary  activities  should  employ  as  much  local 
labour  and  resources  as  possible.  The  Investment  Board  has 
emphazised  employment  creation  as  a  basis  to  new  investment 
acceptance,  but  they  did  not  elaborate  on  the  specifications.'' 
Clearly  there  is  a  need  to  provide  incentives  to  investors  to  adopt  a 
more  labour  intensive  technique  and  product  mix. 

The  ability  to  extract  a  sufficient  share  of  profits  from  any 
foreign  corporation  is  also  necessary.  Indonesia  must  tighten  her 

r>6  For  all  Ibrcign  investment  projects  approved  since  1967.  planned  employment  only 
amounts  lo  395.000  and  in  ail  domestic  projects  about  767.000.  The  approximate 
amount  of  1 . 1  million  over  8  years  is  vcit  small  when  compared  to  labour  force  increase 
ol"  1.4  million  per  annum.  Note  that  this  is  only  direct  employment  eflects.  See  BIES, 
"Survey  ol"  Recent  Development",  November,  1976. 

!)1  BIES,  "Survey  of  Recent  Developmeni",  November,  1976 
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control  over  foreign  investment  contracts  and  regulations.  She 
must  extract  as  much  of  the  profit  share  as  she  can.  This  can  be 
done  through  corporation  taxes,  export  taxes  and  royalties  and 
also  imposition  of  regulations  for  labour  training  and  labour  using 
ancillary  activities. 

No  doubt  there  are  many  more  possible  policy  implications 
that  we  have  not  discussed,  although  the  main  policy  implications 
seemed  to  have  been  covered.  The  point  is  that  the  essence  of  any 
policy  should  be  directed  at  employment  and  distribudon  aims. 
That  is,  labour  intensive  strategies  must  be  planned  such  that  the 
upper  income  groups  are  not  the  only  beneficiaries. 

It  must  be  noted  as  a  final  point  that  any  employment  creation 
policies  directed  in  urban  areas,  must  be  accompanied  by  policies 
to  prevent  rural-urban  drift,  as  discussed  previously.  In  addition, 
although  a  population  policy  has  not  been  mentioned,  policy 
measures  to  reduce  fertility  rates  via  programs  such  as  family  plan- 
ning, must  be  included  as  part  of  the  long  term  strategy  of  Indo- 
nesia. This  is  to  curb  further  labour  force  increases  in  the  future 
and  also  to  reduce  population  pressure. 

In  conclusion,  we  will  welcome  back  a  resurgence  of  reality.  All 
the  above  mentioned  policy  suggestions  are  economically  feasible, 
but  in  reality  their  successful  implementation  will  depend  on  poli- 
tical and  social  factors.  For  instance  foreign  investment  may  be 
politically  unfeasible  because  of  nationalistic  ideas  against  foreign 
domination  or  imperialism.  After  350  years  of  colonization  it  is  not 
easy  to  forget. 

The  social  factors  come  into  play  even  more  so ;  pervasive  cor- 
rupdon  and  excessive  bureaucracy  is  perhaps  foremost.  The 
Government  is  well  aware  of  the  corruption  problem  and  the  most 
recent  compaign  led  by  the  head  of  Security,  Admiral  Sudomo,  is 
said  to  be  able  to  establish  a  corruption-free  Indonesia.  We  can 
only  wait  undl  more  positive  results  show  up  in  time.  To  date,  only 
the  little  people  have  been  caught,  the  real  test  comes  with  the  'big 
fish'.  Dedicated  as  he  is,  Sudomo  has  a  difficult  task  ahead  of  him. 
It  is  not  easy  to  "discipline  a  nation  of  133  million  people  con- 
fronted at  every  turn  by  one  kind  of  squeeze  or  another".  '**  There 
arc  no  clear  soludons  because  it  is  already  deeply  imbedded  in  the 


•.S  See  FEER,  September  16,  1977,  p.  35 
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system;  if  one  cannot  eradicate  it  completely  some  compromisory 
measures  have  to  be  taken. 

The  administrative  capacity  and  ability  of  the  Government  is 
also  seriously  lacking  and  this  tends  to  worsen  the  situation.  Ad- 
ministrative inefficiency  is  a  serious  impediment  to  development. 
Too  much  economic  activity  is  in  the  hands  of  the  Government. 
The  Government  does  not  usually  plan  efficiently  and  is  subject  to 
political  pressure;  frequently  it  cannot  raise  sufficient  capital.  Thus 
encouragement  and  initiative  to  the  private  sector  is  important  for 
development.  There  is  a  need  to  develop  an  experienced  and  in- 
novative entrepreneurial  group  to  back  up  the  economy.  For  in- 
stance in  Japan,  much  of  her  success  can  be  attributed  to  her 
strong  entrepreneurial  base;  Japan  has  succeeded  without  having 
any  natural  resources.  At  present  this  aspect  is  sorely  lacking  in 
Indonesia.  "The  Pertamina  disaster  appeared  to  show  that  rules 
were  necessary  and  unplanned  development  was  a  dangerous  thing 
in  an  environment  sorely  lacking  in  both  management  skills  and  a 
sense  of  responsibility  and  accountability".  '''  Close  cooperation 
and  co-ordination  in  the  future,  between  entrepreneur,  bureau- 
cracy and  Government,  is  necessary.  "If  the  Government  can  con- 
centrate on  encouraging  foreign  exchange  earnings  through  re- 
source development,  investing  in  agriculture  and  infrastructure  — 
particularly  in  the  outer  islands  where  the  greatest  potential  lies  — 
and  improving  its  own  institutions.  Then,  private  initiative  in  agri- 
culture and  industry,  from  domesdc  and  foreign  capital,  should 
follow"."" 

Finally,  there  is  the  problem  of  transition.  The  informal  sector 
provides  considerable  employment  in  large  cities  such  as  Jakarta, 
Surabaya  and  Bandung.  Thus  whilst  the  informal  sector  should  be 
reduced  because  of  its  low  productivity  and  associated  problems 
(such  as  congested  condidons  caused  by  becaks),  it  will  mean  con- 
siderable unemployment  if  re-allocation  policies  do  not  follow. 
Consequently  transition  will  not  be  easy.  The  Indonesian  economy 
is  still  basically  agricultural  and  adaptation  to  modern  economic 
iTicthods  will  have  to  be  gradual.  For  those  who  have  struggled  to 
eke  out  a  living,  it  will  be  hard  to  say  "let  the  market  allocate  you 


5')  Six  FEER,  Si-pinnlxT  <),  l<)77,  p.  '19 
(id  Ibid.,  p.  50 
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more  efficiently".  It  will  take  time  to  make  people  aware  of  the 
problems  and  possible  solutions. 

All  the  above  factors  have  not  been  conducive  to  development 
and  the  overall  picture  is  rather  bleak.  However  we  contend  that 
with  careful  planning,  the  correct  strategies  and  a  conscious  effort 
by  everyone  concerned,  development  in  the  right  direction  is 
possible.  It  will  not  be  an  easy  task  for  such  a  large,  dispersed  and 
diverse  nation  as  Indonesia;  it  will  take  time,  but  after  all  as  Piet 
Haryono,  the  new  president  of  Pertamina  said  "yesterday  is 
history,  today  is  work  and  tomorrow  is  hope".'''  Thus  we  end  this 
discussion  on  a  note  of  hope  despite  the  indication  of  difficult 
years  ahead. 


'>l  /Uian  Finance,  Special  Report  on  Indonesia,  in  1,'')  Augusl/Septcmbcr  1977  issue 
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POLITICAL  AND  ECONOMIC 
DEVELOPMENT  IN  INDONESIA  IN 
THE  CONTEXT  OF  REGIONALISM 
IN  SOUTHEAST  ASIA* 

Ali  MOERTOPO 


I.  INTRODUCTION 

The  subject  discussed  in  this  article  concerns  the  interaction 
between  Indonesia's  development  —  particularly  in  the  political 
and  economic  fields  —  and  regionalism  in  Southeast  Asia. 

There  are  two  reasons  why  these  two  phenomena  —  Indonesian 
development  and  Southeast  Asian  regionalism  —  must  be  regard- 
ed as  inseparable.  Firstly,  Indonesian  development  is  not  taking 
place  in  a  vacuum,  but  is  set  firmly  within  the  context  of  Southeast 
Asia,  with  the  natural  result  that  the  process  of  development  in  In- 
donesia, and  in  each  of  the  countries  of  the  region,  is  continually 
influencing,  and  being  influenced  by,  the  processes  of  change 
within  the  wider  setting  of  Southeast  Asia  as  a  whole. 

This  state  of  mutual  interaction  and  influence  may  be  of 
negative  significance,  in  the  sense  that  an  unfavourable  situation 
within  one  country  of  the  region  may  impact  adversely  upon  the 
situation  in  the  region  as  a  whole  or  vice  versa;  or  it  may  be 
positive,  in  that  a  satisfactory  development  or  situation  within  one 
country  will  exert  a  favorable  influence  throughout  the  region,  or 
vice  versa. 

As  an  example  of  mutual  interaction  exerting  a  negative  impact 
upon  the  region  as  the  result  of  a  bad  situation  within  one  of  the 

°    Paper  delivered  at  the  "Ccspracchkreis  Wirtschalt  und  Politik"  of  the  Friedrich-Ebcrt 
SliTlung,  in  the  Federal  Republic  of  Germany. 
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countries  of  the  region,  we  may  consider  the  state  of  affairs  caused 
by  the  all-pervasive  instability  suffered  by  Indonesia  during  the 
period  we  now  refer  to  as  the  Old  Order.  Indonesian  domestic  in- 
stability at  that  time  gave  rise  to  regional  instability  in  the  form  of 
Indonesia's  policy  of  "confrontation"  against  Malaysia  and 
Singapore.  This  policy  of  confrontation  itself  served  to  further 
compound  Indonesia's  domesdc  problems,  leading  inevitably  to  a 
climax  in  the  abortive  Communist  coup  of  the  30th  September 
1965. 

Since  its  elecdon  by  the  Provisional  People's  Consultative 
Assembly  in  1967,  the  strategy  of  the  Soeharto  Government  has 
been  to  carry  out  development  in  all  sectors,  with  pardcular  priori- 
ty being  allocated  to  the  economy,  which  had  suffered  extremely 
serious  setbacks  under  the  preceding  regime.  Such  a  domestic 
strategy  would  be  extremely  difficult,  if  not  impossible,  to  imple- 
ment if  it  were  not  supported  by  a  favorable  situation  in  the 
region  as  a  whole.  In  order  to  promote  the  requisite  favorable 
regional  conditions,  Indonesia  promptly  stopped  the  policy  of 
confrontation  in  1966.  In  1967,  ASEAN  was  founded  as  a 
manifestation  of  regional  cooperation  based  on  the  common  need 
of  its  member  states  for  an  atmosphere  of  peace  and  friendship 
within  which  they  could  each  proceed  with  the  successful  develop- 
ment of  their  respective  nations.  This  is  an  example  of  positive  in- 
teraction between  domestic  developments  within  a  Southeast  Asian 
country  and  developments  at  the  regional  level. 

The  second  reason  relates  to  the  Indonesian  concept  of 
national  resilience.  This  concept  provides  an  answer  for  both  en- 
dogenous and  exogenous  threats,  and  is  applicable  to  all  the  coun- 
tries of  the  region,  either  individually  or  collectively.  As  each  coun- 
try improves  its  national  resilience,  it  contributes  automatically  to 
improved  regional  resilience,  and  regional  resilience  represents  an 
integrated  response  to  all  threats. 

The  concept  of  narional  resilience  is  based  on  the  assumption 
that  any  threats  that  do  develop  in  relation  to  any  of  the  countries 
in  the  region  are  most  likely  to  be  endogenous,  that  is,  to  grow 
from  within  the  country  concerned,  rather  than  be  exogenous  in 
the  form  of  an  open  attack  from  without.  In  the  event  that  external 
threats  do  develop,  they  are  most  likely  to  assume  the  forms  of  in- 
filtradon  and  subversion.  The  appropriate  response  to  such  threats 
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as  those  postulated  above  is  national  development  in  all  fields  — 
ideological,  political,  economic,  social,  cultural  and  military.  The 
achievement  of  national  resilience  by  each  of  the  countries  of 
Southeast  Asia  will  generate  regional  resilience,  which  may  be 
likened  to  a  chain,  the  strength  of  which  depends  upon  the 
strength  of  each  individual  link. 

Once  this  concept  of  resilience  is  understood,  it  becomes  ap- 
parent that  mutual  interacdon  between  the  domesdc  and  the 
regional  situadon  is  unavoidable,  and  must  always  be  taken  into 
consideration  as  a  basic  factor  in  any  discussion  of  developments 
within  any  part  of  the  region  or  of  the  region  as  a  whole. 

II.  INDONESIAN  DEVELOPMENT 

Indonesia's  development  strategy  is  all-encompassing,  and 
seeks  to  maintain  equilibrium  among  developments  in  deverse 
fields,  such  as  ideology,  politics,  economics  and  social  welfare.  The 
economy  requires  special  attention  because  it  was  the  sector  that 
was  most  neglected  under  the  old  regime,  and  was  therefore  the 
sector  that  was  in  the  most  extreme  state  of  decay  at  the  time  that 
the  government  of  President  Soeharto  came  into  office.  The  alloca- 
tion of  top  priority  to  economic  rehabilitation  and  development 
does  not,  however,  mean  that  other  sectors  are  consequently 
neglected.  The  government  is  fully  conscious  of  the  fact  that 
economic  development  alone  will  never  suffice  to  satisf>'  the  ex- 
ploding needs  of  the  society,  and  that  economic  progress  alone  will 
never  be  able  to  satisfy  the  needs  of  all  groups  and  levels  in  the 
society  simultaneously.  There  will  inevitably  be  groups  that  feel 
that  they  have  been  deprived  of  their  appropriate  portion  of  the 
fruits  of  development,  or  that  they  have  been  pushed  aside  by  new 
groups.  Economic  development  must  therefore  be  accompanied 
by  social  and  political  development.  Social  development,  in  the 
sense  of  paying  attention  to  the  welfare  of  the  people,  is  particular- 
ly necessary  in  order  to  achieve  a  more  egalitarian  distribution  of 
income.  Included  prominently  among  the  components  of  social 
development  are  public  health,  education,  and  mass  housing. 
Political  development  is  intended  to  provide  increasing  oppor- 
tunities for  popular  participation  in  the  determination  of  social 
and  political  policies.  The  provision  of  such  opportunities  for  par- 
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ticipation  serves  to  develop  popular  identification  with,  and 
responsibility  for,  the  process  of  national  development.  The  New 
Order,  under  the  leadership  of  President  Soeharto,  has  focused  its 
activities  in  the  field  of  political  development  on  two  basic  areas: 

—  correct  implementation  of  the  constitution,  an  aspect  neglected 
and  abused  by  the  old  regime; 

—  the  development  of  political  institutions  capable  of  supporting 
the  growth  of  an  open  democracy,  an  enterprise  which  involves 
major  structural  changes  in  the  political  system. 

Correct  implementarion  of  the  constitution  has  meant  that 
major  state  institudons  now  function  in  accordance  with  the 
provisions  of  the  1945  Constitution.  Thus  the  People's  Con- 
sultative Assembly  (MPR)  now  fulfills  its  constitutionally- defined 
function  as  the  manifestation  of  popular  sovereignty,  the  supreme 
state  institution  responsible  for  the  election  of  the  President  and 
Vice  President  and  for  the  formulation  of  the  Broad  Outlines  of 
State  Policy  that  serve  to  guide  the  President  in  his  role  as  Man- 
datary. The  People's  Representative  Council  (DPR),  now  functions 
as  the  legislative  body  responsible  for  overall  control  of 
governmental  activities  and  budgetary  supervision. 

The  Supreme  Court  and  the  courts  are  now,  as  constitutional- 
ly stipulated,  free  from  executive  supervision  and  are  maintained 
as  separate  bodies  in  terms  of  both  the  appointment  of  their  per- 
sonnel and  the  implementation  of  their  juridicial  duties.  So  also 
does  the  Supreme  Advisory  Council  (DPA)  function  to  advise  the 
President,  and  the  State  Comptrolling  Body  (BPK)  submit  its 
reports  to  the  President  and  the  People's  Representative  Council. 

Apart  from  restoring  the  major  state  institutions  to  the  rightful 
positions  and  functions  as  prescribed  in  the  Constitution,  the  New 
Order  is  committed  to  the  holding  of  elections  every  five  years  in 
order  to  ascertain  the  wishes  of  the  people.  The  first  such  election 
took,  place  in  1971,  and  the  second  was  held  in  May  197  7.  In  view 
of  Golkar's  better  (in  comparison  with  the  two  parties)  organiza- 
tion, its  village  level  penetration,  supply  of  cadres,  and  the  fact  that 
it  may  point  to  Government  development  achievements  as  the 
result  of  its  own  program.  Golkar's  success  in  gaining  62.1196  of 
the  total  vote  in  that  latter  election  is  quite  understandable.  Its  vic- 
tory should  guarantee  continued  political  stability  and  develop- 
ment. 
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The  Other  basic  area  of  political  development  activity  under  the 
New  Order  covers  the  development  of  political  institutions,  name- 
ly the  parties,  Golkar,  and  numerous  professional  organizations 
within  such  groups  as  workers,  peasants,  women,  youth, 
fishermen,  teachers,  religious  leaders  and  academics. 

As  a  consequence  of  its  political  history,  the  Indonesian 
political  process  was  bedevilled  after  the  achievement  of  in- 
dependence by  a  large  number  of  ideologically  diverse  polidcal 
pardes  and  groupings.  The  instability  that  such  a  complex  situa- 
tion generated  was  particularly  obvious  during  the  period  1950- 
195 1,  when  cabinets  were  formed  and  fell  on  an  average  of  one  per 
year  —  something  like  the  French  Fourth  Republic. 

Because  of  that  unfortunate  experience,  efforts  were  made  to 
simplify  the  party  system,  with  the  result  that  there  are  now  only 
two  political  parties  and  the  Golkar.  The  major  difference  among 
these  three  forces  is  that  the  Golkar  is  a  socio-political  organiza- 
tion based  on  functionalism  and  equipped  with  a  development 
program,  while  the  two  parties  continue  to  be  based  upon  their 
respective  ideological  principles  and  do  not  as  yet  possess  the  capa- 
bility to  formulate  detailed  programs.  The  parties  will  gradually, 
under  pressure  of  Golkar  competition,  move  towards  tfie  develop- 
ment of  detailed  programs  in  order  to  more  successfully  aggregate 
and  articulate  the  aspirations  and  hopes  of  social  groups  and  to 
provide  political  education  to  the  people. 

Professional  organizations,  include  those  established  during 
the  last  3-4  years,  such  as  the  Worker's  Federation  (FBSI),  the 
Farmer's  Association  (HKTI),  the  National  Youth  Committee 
(KNPI),  the  Fishermens'  Association  (HNSI),  together  with  older 
ones,  such  as  the  Teachers'  Association  (PGRI),  the  Womens' 
Organization  (KOWANI),  the  Improvement  of  Islamic  Education 
Movement  (GUPPI),  and  the  various  post-graduate  associations. 
The  main  purposes  of  these  organizations  are  to  aggregate 
professional  interests  and  to  pursue  those  interests,  to  provide  a 
vehicle  for  communication  with  the  authorities,  and  to  encourage 
their  members  to  take  an  active  role  in  development. 

All  of  these  political  and  social  institutions  are  still  in  the  con- 
solidation phase,  and  therefore  can  not  yet  function  completely  in 
their  designated  roles.  The  parties  arc  currently  adjusting 
themselves  to  the  simplification  process  and  are  preparing  iheir 
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platforms.  Golkar,  being  an  older  organization  —  it  was  founded 
12  years  ago  —  is  better  prepared  to  consolidate  itself 
organizationally  and  to  train  cadres  independent  of  the  govern- 
ment. The  various  professional  organizations  are  still  at  the  stage 
of  seeking  to  define  their  appropriate  place,  functions  and 
programs  within  society.  It  is  estimated  that  about  10  more  years 
are  required  before  all  these  institutions  can  begin  to  perform  their 
designated  roles  and  functions  maturely  within  the  process  of  In- 
donesia's political  development. 

The  Armed  Forces  have  always  played  an  important  role  in  In- 
donesian politics.  Born  of  the  people  in  the  struggle  for  Indone- 
sian independence,  the  Armed  Forces  represent  a  socio-political  as 
well  as  a  purely  military  force,  and  this  fact  is  acknowledged  in  the 
1945  Constitution  and  in  other  laws.  In  view  of  the  magnitude  and 
national  significance  of  the  developmental  challenges  confronting 
the  Indonesian  nation,  it  will  probably  take  at  least  ten  more  years 
before  the  people  and  their  political  institutions  are  in  a  position 
to  assume  responsibility  for  the  conduct  of  the  socio-political  roles 
currendy  incumbent  upon  the  Armed  Forces. 

It  should  also  be  noted  that  the  period  of  about  ten  years  that 
will  be  required  for  this  process  of  social  and  political  maturation 
to  be  carried  out  is  conterminous  with  the  period  during  which  the 
leadership  of  the  Armed  Forces  will  be  experiencing  total 
regeneration.  By  the  process  of  regeneration  in  this  context,  it 
means  that  the  current  leaders,  the  bulk  of  whom  belong  to  what  is 
commonly  called  the  "Generation  of  1945",  will  be  gradually 
replaced  over  the  next  ten  years  by  younger  men. 

According  to  the  Indonesian  doctrine  of  defence  and  security, 
the  people  are  the  major  basis  for  the  national  defence  capability. 
The  Armed  Forces  provide  only  the  core  of  this  capability,  and  do 
not,  therefore,  need  to  be  excessively  large  as  long  as  they  are  sup- 
ported by  effective  programs  for  national  military  training  and 
civil  defence.  In  accordance  with  this  doctrine,  the  Armed  Forces 
have  been  steadily  reduced,  in  terms  of  numerical  strength,  from 
650,000  members  in  1966  to  415,000  in  1976  (including  the  police 
force).  Further  phased  reductions  of  Armed  Forces  strength  are 
planned,  v/ith  the  goal  of  stabilizing  the  forces  at  the  level  of  ap- 
proximately 300,000  men.  Given  the  fact  that  contemporary  armed 
forces  are  obliged,  by  virtue  of  modern  technology,  to  be  in- 
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creasingly  specialized  and  professional,  and  considering  that  the 
Indonesian  Armed  Forces  have  never  claimed  more  than  5-796  of 
the  development  budget,  it  may  be  concluded  that  the  Armed 
Forces  themselves  wish  to  transfer  their  socio-political  power  to 
civilian  political  institutions,  and  that  it  is  Golkar  that  will  con- 
tinue to  carry  out  the  tasks  of  national  development  currendy  es- 
trusted  to  the  Armed  Forces.  This  means  that  it  is  the  re- 
sponsibility of  such  civilian  institutions  as  Golkar,  the  parties  and 
the  professional  organizations  to  guarantee  that  the  polidcal 
stability  necessary  for  development  is  maintained  in  order  that  the 
transfer  of  power  from  the  military  to  the  civilian  insdtudons  may 
proceed  smoothly. 

In  terms  of  security,  Indonesia  faces  a  situation  that  is 
reasonably  good  in  comparison  with  the  condidons  currently 
prevailing  in  some  neighbouring  Southeast  Asian  states.  In- 
donesia's relative  security  is  due  to  the  policies  of  the  New  Order 
government  since  1966,  and  to  the  fortunate  geographic  position 
of  the  country  which  provides  a  degree  of  natural  insulation  fi-om 
direct  external  pressures.  Both  these  factors  help  to  explain  the 
absence  of  any  apparent  increase  in  activities  by  ex- Communist 
Party  members  in  Indonesia  following  the  fall  of  Indo-China.  The 
only  area  where  such  elements  are  still  operating  openly  is  along 
the  border  between  West  Kalimantan  and  Serawak. 

Due  largely  to  the  enhanced  security  position  enjoyed  in  re- 
cent years,  the  Government  is  now  able  to  adopt  a  much  more 
open  and  responsive  stance  on  human  rights  issues  such  as  press 
freedom,  freedom  of  speech,  political  liberties,  the  role  of  univer- 
sities and  their  students,  research  activities,  and  the  treatment  of 
and  policies  towards  persons  detained  for  their  connection  with 
the  30  September  1965  coup  attempt  or  the  Indonesian  Com- 
munist Party. 

It  seems  noteworthy  to  expand  somewhat  on  the  latter  point  in 
this  article,  concerning  persons  detained  for  their  roles  in  the  1965 
abortive  coup  or  their  membership  of  the  Communist  Part)'.  Note 
that  the  term  "political  prisoners"  is  not  used  when  referring  to 
such  persons.  The  reason  for  this  choice  of  terminology-  is  simply 
that  the  persons  in  question  are  not  being  detained  just  because 
they  hold  political  views  that  differ  from  those  of  the  government. 
They  are  detained  because  they  were  leaders  and  activists  of  the 
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Communist  Party,  a  party  which  attempted  armed  and  violent 
rebeUion  against  the  legally  constituted  government  of  Indonesia. 

Some  of  them  remain  in  detention  because  it  is  feared  that  they 
would  be  the  targets  of  retaliatory  violence  by  the  people  if  they 
were  released;  others  are  detained  because  it  would  be  difficult  for 
them  to  return  to  society  and  be  accepted  as  fully-fledged  citizens. 
Ordinary  Communist  Party  members,  who  comprised  a  large 
proportion  of  those  detained  and  numbered  more  than  650,000, 
were  all  released  during  the  period  1966-1972.  Some  73,023  of 
them  continue  to  be  government  employees.  This  category  of 
detainee,  the  ordinary  party  member,  used  to  be  called  Group  C. 
Group  A  consists  of  Communist  Party  leaders,  all  of  whom  will  be, 
or  have  already  been,  brought  to  court,  or  who  will  be  recategoriz- 
ed  into  B  Group.  Some  1,200  of  these  persons  have  already  been 
tried  and  sentenced,  and  a  further  600  will  be  brought  to  trial  dur- 
ing the  next  two  years.  The  remainder  of  Group  A,  some  1,207 
persons,  will  be  reclassified  into  Group  B. 

Group  B  consists  of  ex- Communist  Party  leaders  against  whom 
there  is  insufficient  legal  evidence  to  allow  them  to  be  brought  to 
trial.  There  are  approximately  29,000  people  in  this  category,  and 
they  are  to  be  released  in  stages.  Most  of  those  to  be  released  from 
Group  B  will  be  given  work  in  transmigration  projects.  1,309 
Group  B  detainees  were  released  in  1973-1976,  and  approximately 
2,500  more  were  released  during  the  the  year  1976-1977,  around 
the  first  of  December  1976.  It  is  anticipated  that,  by  maintaining  a 
rate  of  release  of  up  to  10,000  per  year  after  1976-1977,  all  Group 
B  detainees  will  be  released  within  the  next  3  years.  The  Rehabilita- 
tion Insdtudon  on  Buru  Island  is  to  be  changed  into  a  trans- 
migration project  for  those  detainees  who  are  currently  held  there 
and  who  choose  to  settle  there  with  their  families. 

Apart  from  this  major  group  of  detainees  held  in  connection 
with  the  abortive  1965  coup  and  the  Communist  Party,  it  should 
be  noted  that  all  those  persons  arrested  because  of  the  1974  anti- 
Tanaka  demonstrations  have  now  been  released  following  the  con- 
clusion of  legal  examinadon,  including  those  who  were  tried  and 
sentenced  for  their  roles  in  the  demonstrations. 

Pardcular  attention  has  been  paid  to  this  question  of  detainees 
because  realizing  that  people  may  be  deeply  concerned  about  all 
issues  related  to  human  rights,  and  because  it  is  only  proper  that 
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people  be  presented  with  all  the  facts  in  order  that  they  may  under- 
stand the  situation  clearly  and  perceive  it  within  its  true  context.  It 
should  be  stress  that  human  rights  issues  are  regarded  as  par- 
ticularly important  by  the  Indonesian  Government  also.  The 
members  of  the  Indonesian  Government,  as  with  all  Indonesian 
citizens,  want  to  be  consistant  in  implemendng  the  principles  of 
Indonesia's  basic  philosophy;  the  Pancasila,  which  includes  the 
principle  of  Humanitarianism. 

One  should  be  reminded  of  the  importance  of  always  paying 
careful  attention  to  factors  such  as  cultural  values,  national  identity 
and  level  of  development  whenever  one  seek  to  assess  or  evaluate 
the  situation  in  Indonesia.  It  would  be  a  serious  mistake,  and  one 
that  would  result  in  false  assessments,  to  seek  to  apply  to  Indonesia 
the  same  criteria  that  people  apply  to  their  own  society.  Their  so- 
ciety may  be  developed  and  advanced;  one  in  which  it  is  no  longer 
necessary  to  struggle  to  achieve  a  concensus  on  basic  public  phi- 
losophy; one  in  which  differing  opinions  may  be  voiced  at  will  and 
in  public  without  precipitating  social  disturbances  and  without 
causing  diverse  social  groups  to  come  into  conflict. 

The  hopes  and  ideals  of  Indonesian  leaders  are  parallel  with 
those  of  the  democratic  societies,  where  the  people  are  sovereign, 
where  the  law  applies  equally  to  all  without  exception,  where  fun- 
damental human  rights  receive  their  rightful  attention.  And  such  a 
society  —  an  open,  democratic  society  based  on  the  rule  of  law  — 
may  become  a  reality  in  Indonesia,  and  that  it  will  be  a  unique 
society,  because  it  will  embody  the  cultural  values  and  nadonal 
identity  of  the  Indonesian  people. 

However,  during  the  process  of  realization  of  those  hopes  and 
ideals,  it  is  necessary  for  all  those  concerned  to  exercise  a  high 
degree  of  self-restraint.  The  need  for  self-restraint  applies  equally 
to  the  government  and  to  leaders  in  all  sectors  of  society,  and  is  in 
accordance  with  the  Indonesian  cultural  value  of  harmony 
between  society  (the  macrocosmos)  and  the  individual  (the  micro- 
cosmos).  This  principle  of  harmony  places  the  interests  of  society 
above  individual  interests,  it  favors  evolutionan'  methods  for  the 
pursuit  of  goals.  Furthermore,  this  principle  militates  against  con- 
flicts being  brought  out  into  the  open,  and  supports  the  re- 
solution of  differences  by  compromise  and  consensus,  or,  as  it  is 
known  in  Indonesia,  the  process  of  mmyaiuarah  (negotiation)  and 
mufakat  (consensual  agreement). 
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Let  us  now  turn  to  the  economic  aspects  of  development.  The 
First  Five-Year  Plan  (Pelita  I),  carried  out  during  the  period  1969- 
1974,  achieved  significant  rehabilitation  of  economic  infra- 
structure, while  the  current  program  (Pelita  II)  includes  plans  for  a 
much  broader  and  more  complex  a  range  of  developmental  ac- 
tivities. For  example,  infladon,  which  in  1966  was  running  at  an  in- 
credible 660%,  has  been  brought  under  control,  and  physical 
infrastructure,  such  as  roads,  irrigadon  networks,  tele- 
communicadons,  sea  and  land  transport,  agricultural  and  indus- 
trial plants,  is  now  running  again.  Investment  has  increased  rapid- 
ly, from  996  to  19%  of  GDP.  Real  GDP  has  risen  at  an  average  an- 
nual rate  of  7.6%.  The  government  is  now  at  the  stage  where  it  is 
able  to  introduce  meaningful  labor-intensive  projects  into  the 
framework,  of  rehabilitadon  and  construction  of  physical  infra- 
structural  assets.  Productivity  per  capita  has  also  risen,  from  US$ 
109  in  1970  to  US$  143  in  1975. 

One  of  the  major  problems  with  which  we  are  faced  is  that  of 
increasing  unemployment  and  underemployment  due  to  the  high 
rate  of  growth  of  population.  Approximately  one  million  extra 
people  each  year  enter  the  market  looking  for  work,  and  the  rate  of 
creation  of  new  job  opportunities  is  not  yet  high  enough  to  cope 
with  such  a  demand.  Another  aspect  that  concerns  us  deeply  is  per- 
sistent poverty  at  the  lower  levels  of  society,  especially  in  the  cities. 
It  has  been  calculated,  on  the  basis  of  an  index  of  9  major  com- 
modities, that  58%  of  the  total  population  of  Indonesia,  and  50%  of 
the  population  on  Java  and  Madura,  lived  beneath  the  "absolute 
poverty"  line  in  1969-1970.  Such  facts  are  not,  however,  so  star- 
tling when  the  long  period  of  colonial  domination  of  the  country  is 
borne  in  m.ind,  and  also  when  it  is  remembered  that  Indonesian 
development  has  suffered  from  most  of  the  traumas  that  typically 
affect  newly- independent  nations. 

The  current  plant,  PeUta  II  (1974-1979),  seeks  to  build  upon 
the  results  achieved  under  Pelita  I  while  also  correcting  the  short- 
comings of  Pelita  I.  Pelita  II  is  designed  to  increase  the  level  of  in- 
come of  the  people  as  well  as  to  lay  foundadons  for  further  growth. 
Emphasis  in  Pelita  II  is  upon  the  creation  of  work  opportunities, 
the  more  even  distribution  of  income,  regional  development, 
education,  public  health  and  housing.  It  is  feasible  to  adopt  this 
approach  now  precisely  because  of  the  results  achieved  by  Pelita  I. 
In  order  to  carry  out  the  current  plan,  the  level  of  Indonesian  in- 
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vestment  has  risen  from  13.6%  of  GDP  in  1970  to  18.996  in  1975, 
and  should  continue  to  increase  along  the  same  trajectory  in  order 
to  make  possible  an  increase  in  GDP  of  8.196  during  the  period 
1975-1980. 

The  composition  of  investment  funds  in  terms  of  source  (ex- 
cluding the  energy  sector)  was  6596  from  domestic  savings  and  3596 
from  abroad  in  1970;  in  1974  this  structure  had  altered  to  become 
7696  domestic  and  2496  foreign.  As  a  consequence  of  Pertamina's 
short-term  debts,  public  investment  during  the  next  3-4  years  will 
be  limited  and  will  be  directed  mainly  into  public  welfare 
programs  such  as  education,  public  health,  cheap  housing,  and 
village-level  assistance  for  such  projects  as  markets  and  co- 
operatives. Large  public  investment  infrastructure  projects,  such  as 
roads,  electricity  and  telecommunications  will  be  temporarily  post- 
poned. It  is  therefore  to  be  hoped  that  private  investment,  both 
domestic  and  foreign,  will  assume  an  even  larger  role  in  order  to 
raise  production  to  the  planned  levels. 

The  results  achieved  so  far  in  the  process  of  Indonesian 
economic  development  augur  well  for  the  future  in  many  fields.  In 
agriculture,  considerable  success  has  been  recorded  in  the  provi- 
sion of  better  and  more  nutritious  food  for  the  growing  po- 
pulation. The  production  and  processing  of  export  commodities 
has  been  increased  substantially,  particularly  in  relation  to  timber, 
rubber,  coconut  oil,  coffee  etc. 

Ten  years  ago,  industry  was  virtually  non-existent.  Now  In- 
donesia has  achieved  self-sufficiency  in  textile  production,  and  it  is 
anticipated  that  self-sufficiency  in  cement  and  ferdlizer  produc- 
tion will  be  reached  very  soon.  In  other  fields  as  well,  industrial 
development  has  commenced  and  is  growing. 

Oil  production  has  risen  rapidly  and  has  generated  increased 
earnings  for  the  government.  In  1969,  government  receipts  from 
oil  totalled  US$  150  million;  by  1975-1976  this  amount  had 
jumped  to  US$  3  billion.  Mineral  exploitation  has  advanced  rapid- 
ly with  particular  respect  to  copper  and  nickel,  apart  from  the  well- 
established  tin  and  bauxite.  Progress  has  also  been  made  in  irriga- 
tion, transport,  electrification  and  other  infrastructural  sectors.  Fa- 
cilities for  public  health  and  public  housing  have  begun  to  expand, 
while  the  provision  of  educational  facilities  in  particular  has  in- 
creased markedly.  The  Government  is  making  particular  efforts  to 
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increase  the  number  and  variety  of  labor-intensive  projects,  and  to 
provide  capital  and  support  for  numerous  types  of  grassroots 
developmental  activities,  such  as  "Presidential  Instruction" 
(INPRES)  project  for  village  and  local  development,  re- 
afforestation, and  the  establishment  of  producer  organizations  in- 
cluding village  cooperatives  and  cut-rate  markets. 

Despite  all  the  achievements  and  progress  registered  so  far,  In- 
donesia will  continue  to  be  faced  with  major  problems  during  the 
next  ten  years.  These  problems  may  be  seen  as  following  from  2 
basic  issues: 

1.  population  growth  and  all  its  consequences  for  the  employ- 
ment situation; 

2.  the  absolute  poverty  that  grips  some  3896  of  the  population, 
and  the  associated  phenomenon  of  marked  disparities  in  in- 
come and  wealth,  particularly  in  the  cities. 

These  two  fundamental  issues  are  not  simply  economic 
problems,  but  are  also  of  great  political  and  social  consequence. 
They  must  therefore  be  tackled  and  solved  comprehensively. 

The  Indonesian  population  is  expanding  at  the  rate  of  2.5% 
each  year.  The  total  population  in  1973  was  132  million,  and  it  is 
projected  that  the  figure  will  reach  148  million  by  1980,  and  167 
million  by  1983.  The  work  force,  which  totalled  48  million  in  1973, 
is  expected  to  continue  to  increase  by  some  1,4  million  per  annum 
during  the  next  ten  years,  producing  totals  of  34  million  for  1980 
and  62  million  for  1983.  The  significance  of  these  work  force 
figures  becomes  acutely  apparent  in  the  light  of  the  fact  that,  even 
if  the  planned  rate  of  increase  of  production  of  896  can  be  main- 
tained, the  number  of  jobs  available  in  1983  will  still  only  be  about 
33.3  million,  which  means  that  unemployment  in  that  year  will 
stand  at  8.3  million,  or  13.496,  compared  to  3.3  million,  or  12.896, 
in  1971.  The  Government  is  acutely  conscious  of  this  situation,  and 
serious  efforts  are  currently  being  made  to  have  the  Government 
declare  its  intention  to  prevent  total  unemployment  from  rising 
above  the  1971  level  of  3.3  million.  If  this  endeavour  succeeds, 
unemployment  in  1983  can  be  kept  below  896  of  the  workforce. 
In  order  to  succeed,  however,  certain  basic  policies  will  have  to  be 
firmly  implemented,  the  major  ones  being  the  expansion  of  labor- 
intensive  INPRES  projects,  the  intensification  of  the  family  plan- 
ning program,  and  the  acceleradon  of  transmigration.  The  latter 
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policy  will  be  rendered  much  more  dynamic  if  the  provinces  out- 
side Java  are  developed  in  accordance  v/ith  an  integrated  develop- 
ment plan  based  on  the  mineral,  agricultural,  forestry  and  animal 
production  potentials  of  those  provinces. 

The  second  basic  issue,  that  of  poverty,  is  no  less  complex  and 
difficult  to  solve  than  that  of  population  growth.  The  crux  of 
this  problem  is  not  that  the  lower  income  sectors  of  the  popu- 
lation are  not  benefiting  from  development  —  there  can  be  no 
doubt  that  such  sectors  are  indeed  benefiting.  The  real  problem  is 
more  of  a  political  and  psychological  character,  it  tends  to  be 
urban-based,  and  is  due  to  the  conspicuously  rapid  increase  in 
wealth  of  a  relatively  small  layer  of  the  population.  On  average,  the 
bottom  40%  income  group  on  Java  and  Madura  receive  20%  of 
total  income  in  that  area,  while  at  the  national  level,  the  bottom 
40%  receive  19.5%  of  total  income.  These  figures  compare  fa- 
vourably with  those  from  several  neighbouring  countries.  In  Ja- 
karta and,  to  a  lesser  extent  in  Surabaya,  Medan  and  Bandung, 
however,  the  gap  is  increasing.  In  1967,  for  example,  the  share  of 
total  income  received  by  the  lowest  40%  income  group  in  Jakarta 
was  18.3%  (low  inequality).  By  1970,  this  figure  had  declined  to  on- 
ly 11.6%  of  the  total  Jakarta  income  —  a  level  which,  if  we  use  the 
World  Bank  standard  of  12%,  indicates  high  inequality. 

As  well  as  the  various  INPRES  programs  already  mentioned,  in 
order  to  overcome  this  gap  greater  efforts  need  to  be  made  by  In- 
donesian leaders  to  exercise  self-restraint  in  their  consumption 
habits.  Such  self-restraint  is  essential  if  undesirable  social  friction 
is  to  be  minimized.  The  Government  places  great  emphasis  in  this 
area,  as  may  be  seen  in  policies  such  as  the  import  bans  placed  on 
certain  luxury  items,  the  high  level  of  taxation,  etc. 

Although  the  problems  are  great,  there  is  no  cause  for  Indone- 
sians to  conclude  that  the  future  is  dark  and  foreboding.  Indone- 
sia is  much  more  fortunate  than  many  other  developing  countries. 
She  is  endowed  with  numerous  and  plentiful  productive  re- 
sources. She  has  sufficient  land  and  water.  She  can  produce  her 
own  energy  and  fertilizers.  The  real  problem  of  Indonesian 
development  is  that  of  political  will  and  the  capability  the  or- 
ganize more  effectively. 
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III.  THE  RELATIONSHIP  BETWEEN  INDONESIAN  DEVE- 
LOPMENT AND  REGIONALISM  IN  SOUTHEAST  ASIA 

As  was  already  mentioned,  Indonesia  needs  a  regional  en- 
vironment that  is  both  stable  and  secure,  in  order  that  she  may 
successfully  implement  her  developmental  programs  and  compen- 
sate for  the  time  and  progress  lost  in  the  past  due  to  political  up- 
heavals and  instability.  Therefore  one  of  President  Soeharto's  first 
acts  was  to  end  confrontation  with  Malaysia  and  Singapore  in 
1966,  a  policy  that  I  had  personally  pioneered  since  late  1964.  One 
year  after  the  end  of  confrontation,  that  is  in  1967,  ASEAN  was 
founded  in  Bangkok,  an  achievement  indicative  of  the  high  level  of 
consciousness  among  the  member  states  concerning  the  im- 
portance of  regional  stability  and  peace  for  their  respective 
development  programs.  At  that  time,  the  member  states  of  ASEAN 
were  all  of  the  view  that  the  Indochina  war  was  only  a  temporary 
phenomenon,  and  that  it  was  therefore  important  to  prepare  a 
structure  of  cooperation  in  the  area  that  could  accomodate  the 
post-war  situation,  irrespective  of  the  eventual  outcome  of  the  war. 
Because  it  is  founded  on  the  basis  of  a  consensus  of  interests,  and 
because  it  provides  a  framework  for  cooperation  and  consultation 
previously  lacking  in  the  area,  ASEAN  has  not  only  survived  but 
has  succeeded  in  discovering  positive  roles  for  itself  and  in  making 
valuable  contributions  to  regional  affairs. 

In  its  early  years,  ASEAN  was  primarily  —  and  successfully — 
concerned  with  the  resolution  of  differences  and  the  reduction  of 
prejudices  among  its  members;  some  examples  of  problems  in  this 
connection  include:  the  issue  of  Sabah  in  Filipino-Malaysian  re- 
lations; psychological  friction  between  Malaysia-Singapore  and 
between  Singapore-Indonesia;  and  the  question  of  border  co- 
operation between  Malaysia  and  Thailand.  During  these  first  ten 
years,  ASEAN  has  successfully  established  mechanisms  and  pro- 
cedures for  consultation  among  its  members,  with  the  result  that 
they  can  now  present  a  united  front  to  the  world  on  a  range  of  im- 
portant issues  and,  where  differences  in  attitude  continue  to 
prevail,  coordination  of  policy  is  now  possible,  such  as  in  relation 
to  policies  towards  the  PRC,  the  Indochina  states,  and  issues  that 
arise  in  international  arenas  such  as  the  U.N.,  UNCTAD,  Non- 
Bloc  Conferences  and  the  Paris  Conference. 

In  the  economic  field,  ASEAN  was  first  concerned  to  lay  the 
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foundations  for  cooperation  with  external  markets,  such  as  the 
EEC  and  Japan,  in  an  effort  to  sell  exports  common  to  its  member- 
states.  Since  then,  ASEAN  has  progressed  to  the  point  where  it  now 
holds  meedngs  of  all  ASEAN  Ministers  in  the  field  of  economic  af- 
fairs, and  has  a  full-dme  Secretary  General  and  support  stafFbased 
in  Jakarta.  Particular  progress  has  been  made  in  relation  to  such 
organizadonal  and  coordinadon  aspects  following  the  first  ASEAN 
Heads  of  Government  Conference,  held  on  Bah  in  February  1976, 
which  gathering  generated  a  powerful  impetus  for  further 
progress.  Particularly  rapid  progress  has  been  achieved  in  such 
economic  areas  as  the  establishment  of  ASEAN  industrial  projects, 
trade  cooperation  among  ASEAN  states  with  an  eye  to  the  eventual 
abolition  of  tariff  barriers,  cooperation  in  the  food  and  energy  sec- 
tors, and  a  wide  variety  of  preparatory  moves  towards  enhanced 
cooperadon  in  transport,  banking  and  finance.  Indonesia,  in  par- 
ticular, has  sought  to  accelerate  the  development  of  ASEAN  as  an 
organization  meaningful  not  only  for  governments  but  also  for  the 
ordinary  people  of  the  area,  by  encouraging  interaction  among 
various  social  and  professional  groups  within  the  area,  such  as 
youth,  journalists,  entrepreneurs,  women  etc. 

An  aspect  of  ASEAN's  development  that  requires  attention 
concerns  the  establishment  of  some  format  for  cooperadon  with 
the  states  of  Indochina.  Developments  in  those  states  are  not  easily 
studied  by  outsiders,  and  much  remains  unknown  about  the 
current  situation  and  trends  in  Indochina.  However,  on  the  basis 
of  what  data  is  currently  available,  we  may  conclude  that  the  Indo- 
china states  are  nationalistic,  and  will  therefore  always  strive  to 
avoid  becoming  dependent  upon  any  superpower.  We  may  further 
conclude  that  they  are  currently  engaged  in  massive  efforts  to  reha- 
bilitate and  develop  theirwar  ravaged  societies,  and  that  those  ef- 
forts include  not  only  economic  development  programs,  but  are 
also  directed  towards  the  social  and  political  unificadon  of  the 
areas  recently  seized.  On  the  basis  of  these  general  conclusions,  we 
may  assume  that  the  governments  of  the  Indochina  states  will  seek 
to  limit  their  desire  to  openly  interfere  in  the  internal  affairs  of  the 
other  Southeast  Asian  states,  and  that  such  interference  as  does 
eventuate  will  be  limited  to  political  support,  and  possibly  some 
training  and  provision  of  equipment,  to  dissident  groups.  So  far, 
evidence  of  such  interference  is  available  only  in  the  case  of 
Thailand  and  Cambodia. 
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In  view  of  the  nationalism  of  the  Indochina  states,  and  their 
preoccupation  with  the  difficult  tasks  of  national  rehabilitation 
and  development,  and  given  that  ASEAN  is  also  fundamentally 
nationalistic,  the  prospects  for  peaceful  coexistence  between  the 
states  of  Indochina  and  those  of  ASEAN  appear  bright,  despite 
persistent  ideological  differences.  The  potential  benefits,  in  terms 
of  regional  stability,  of  good  working  reladonships  between  the 
ASEAN  and  Indochina  states  are  obvious.  The  ASEAN  states, 
therefore,  all  extend  the  hand  of  friendship  to  their  neighbours  in 
Indochina,  and  all  of  them,  with  the  sole  exception  of  Singapore, 
have  diplomadc  relations  with  the  three  Indochina  states. 

The  development  of  successful  cooperation  between  these  two 
groups  of  states  will  require  a  process  of  ideological  and  social  ac- 
comodation and  adjustment  which  will  inevitably  take  a  certain 
amount  of  time.  The  ideological  and  systemic  differences  between 
the  two  groups  notwithstanding  however,  both  sides  are  primarily 
concerned  with  the  rapid  and  self-reliant  development  of  their  re- 
spective national  societies,  and  both  wish  to  prevent  foreign  inter- 
ference in  the  area  and  to  maintain  regional  stability.  These  com- 
mon interests  should  be  sufficient  to  generate  the  goodwill  and 
mutual-understanding  necessary  to  ensure  that  the  process  of  ad- 
justment be  smooth  and  rapid.  Within  this  context,  and  aspect  that 
must  be  carefully  monitored  is  the  Sino-Soviet  conflict,  the  effects 
of  which  are  felt  in  Southeast  Asia,  and  evidence  of  which  is  parti- 
cularly manifest  in  Indochina,  and  was  also  apparent  in  Thailand 
before  the  recent  reassumption  of  power  by  the  military.  So  far, 
this  conflict  has  not  flared  up  openly,  and  its  intensity  has  not  been 
sufficient  to  generate  instability  in  Southeast  Asia.  Indeed,  it  may 
even  be  said  that  Sino-Soviet  rivalry  gives  to  the  states  of  South- 
east Asia  a  degree  of  flexibility'  in  their  efforts  to  obtain  a  regional 
balance  among  the  superpowers  as  one  of  the  preconditions  for  the 
realizadon  of  the  ASEAN  ideal  of  Southeast  Asia  as  a  zone  of 
peace,  freedom  and  neutrality. 

There  is  a  high  degree  of  awareness  among  the  states  united  in 
ASEAN  of  the  importance  of  interdependence  in  the  contem- 
porary world.  Each  of  the  ASEAN  states  are  characterized  by  open 
economies  based  on  the  operation  of  market  forces,  and  they  are 
consequently  particularly  sensitive  to  international  economic  con- 
ditions in  areas  such  as  finance,  food,  energy,  raw  materials,  and 
technology  and  trade  in  general. 
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For  a  number  of  obvious  and  important  reasons,  Japan  plays 
an  important  role  in  the  economic  affairs  of  Southeast  Asia. 
Prominent  among  such  reasons  are  Japan's  high  degree  of  re- 
liance upon  a  range  of  imported  raw  materials,  many  of  which  are 
supplied  by  Southeast  Asian  countries,  and  Japan's  need  for  ex- 
panding markets  for  her  industrial  products.  Another  reason  is  to 
be  found  in  Japan's  geographic  location  in  relation  to  Southeast 
Asia,  which  makes  Southeast  Asia  a  major  artery  for  the  flow  to 
Japan  of  vital  energy  and  raw  material  supplies. 

The  United  States  is  also  beginning  to  place  increased  emphasis 
upon  economic  relations  with  Southeast  Asia,  particularly  with  re  - 
ference to  oil,  minerals  and  forest  products.  The  U.S.  perceives 
these  relations  within  the  context  of  increasing  trade  in  the  Pacific 
Basin  area. 

None  of  these  observations,  however,  should  be  construed  as 
implying  that  there  is  not  an  important  role  for  Western  Europe  in 
the  economic  development  of  Southeast  Asia.  It  goes  without  say- 
ing that  the  countries  of  Southeast  Asia  wish  to  diversify'  the 
markets  for  their  exports  as  well  as  the  sources  of  their  capital  and 
technological  imports.  They  are  fully  aware  of  the  mutual  un- 
desirability  of  excessive  dependence  upon  any  single  market  or 
supplier,  and  have  taken  careful  note  of  historical  examples,  such 
as  U.S.  —  Latin  American  relations,  and  the  relationship  betvveen 
their  own  region  and  Japan,  for  which  the  1974  anti-Tanaka 
demonstrations  served  as  a  warning  light.  As  far  as  the  latter  exam- 
ple is  concerned,  it  is  gratifying  to  note  that,  since  the  incidents  in 
early  1974,  cooler  heads  have  prevailed  and  both  sides  are  now 
working  hard  to  improve  the  nature  of  the  relationship.  An  exam- 
ple of  these  efforts  is  provided  by  the  multi-purpose  Asahan  pro- 
jects. Asahan  not  only  involves  private  enterprise  on  both  sides, 
but  also  includes  both  governments  and  has  been  broadened 
beyond  the  initial  smeldng  plant  concept  to  include  a  power  plant 
and  all  related  road  and  harbour  infrastructural  development. 

The  vital  significance  of  interdependence  was  forcibly  brought 
home  to  both  Japan  and  the  countries  of  Southeast  Asia  by  the 
1973-1975  recession.  Since  then,  there  have  been  marked  impro- 
vements in  the  reladonship  between  Japan  and  Southeast  Asia, 
and  the  heightened  awareness  on  both  sides  of  the  mutual 
significance  of  the  relationship  contains  the  promise  that  re- 
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lations,  particularly  between  Japan  and  Indonesia,  will  become  in- 
creasingly mature  and  mutually  productive.  At  the  same  time,  ef- 
forts have  been,  and  continue  to  be,  made  to  achieve  more 
balanced  trade  and  investment  relations.  For  example,  a  few  years 
ago  almost  8096  of  Indonesia's  crude  oil  production  was  exported 
to  Japan,  but  now  approximately  4096  goes  to  Japan,  some  5096  to 
the  United  States,  and  the  rest  to  countries  such  as  Federal  Re- 
public of  Germany  and  the  other  ASEAN  States. 

It  seems  that  West  European  interest  in  Southeast  Asia  con- 
tinues to  be  very  limited,  despite  the  promising  opportunities  that 
do  exist  for  enhanced  regional  cooperation  between  ASEAN  and 
the  EEC.  The  efforts  that  have  been  made  by  SCANN,  the  body  en- 
trusted with  coordination  and  exploration  in  the  area  of  better 
EEC-ASEAN  relations  are  very  much  appreciated,  and  such  efforts 
will  certainly  continue  and  bear  fruit.  That  West  European  interest 
in  Southeast  Asian  affairs  remains  at  the  current  low  level  is  likely 
primarily  due  to  European  preoccupation  with  more  immediate 
and  pressing  concerns,  such  as  internal  EEC  issues,  NATO,  Ost- 
politik,  the  Middle  East,  Africa  and  Latin  America. 

Now  that  many  of  the  problems  facing  Western  Europe  have 
been  set  on  more  satisfactory  foundations,  the  time  would  appear 
to  be  ripe  for  Western  Europe,  and  particularly  for  Federal  Re- 
public of  Germany,  to  turn  its  attention  to  Asia.  Not  just  to  East 
Asia,  but  also  to  Southeast  Asia,  and  particularly  to  the  wide  field 
of  economic  cooperation  that  beckons  in  that  region. 
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PRESIDENT  CARTER'S  FOREIGN 
POLICY  AND  THE  ROLE  OF  THE 
AMERICAN  CONGRESS 

Jusuf  WANANDI 


I.  INTRODUCTION 

The  role  of  the  American  Congress  —  consisting  of  both  the 
Senate  and  the  House  of  Representatives  —  in  the  determination  of 
United  States  foreign  poHcy  is  influenced  by  at  least  two  factors. 
First,  its  basic  legislative  task  includes  both  rights  concerning  the 
budget  and  oversight  of  the  activities  of  the  Executive  headed  by 
the  President.  Second,  under  the  American  system  of  federalism 
the  component  states  retain  certain  rights  in  the  determination  of 
national  policy.  One  example  of  the  exercise  of  those  rights  is  the 
provision  that  the  appointment  of  all  ambassadors  and  the  ratifica- 
tion of  all  international  agreements  require  the  approval  of  a  two- 
thirds  majority  of  the  members  of  the  Senate. 

In  the  period  since  World  War  II  many  foreign  policy 
proposals  advanced  by  the  Executive  have  gone  unquestioned  by 
Congress  on  the  assumption  that  in  this  frequently  complex 
problem  area  the  Executive  possessed  the  advantage  of  greater  ex- 
perience. This  spirit  of  Executive- Congressional  unity  was  par- 
ticularly in  evidence  in  the  period  1960-1973  under  the  leadership 
of  Senators  Mansfield  (Democrat  from  Montana)  and  Fullbright 
(Democrat  from  Arkansas)  and  the  Chairman  of  the  House  Com- 
mittee on  International  Relations,  Thomas  E.  Morgan  (Democrat 
from  Pennsylvania). 

The  first  signs  of  friction  appeared  in  the  early  1970's  as  a  result 
of  the  Vietnam  War  which  since  1968  had  been  a  major  devisive 
force  in  American  society.  At  the  same  time  the  uncovering  of 
scandals  concerning  the   Pentagon   Papers,   the  incursion  of 
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American  troops  into  Cambodia,  and  the  involvement  of  the  CIA 
in  Chili  which  provided  evidence  of  Presidents  Lyndon  Johnson 
and,  especially,  Richard  Nixon's  efforts  to  conceal  government 
foreign  policy  activities  from  legislative  scrutiny  contributed  to 
congressional  discontent.  The  position  of  the  Executive  and  its 
freedom  of  action  -  particularly  that  of  then  Secretary  of  State, 
Henry  Kissinger  —  was  weakened  and  constrained  considerably  by 
the  Watergate  Affair  which  did  much  to.  tarnish  the  image  of  the 
Executive. 

In  the  aftermath  of  those  events  Congress  has  tried  to  play  an 
increasingly  active  role  in  the  determination  of  foreign  policy.  One 
of  the  first  indications  of  this  shift  was  the  1973  congressional  ban 
on  the  bombing  of  Cambodia  which  had  been  a  major  Nixon- 
Kissinger  policy  initiative.  That  congressional  action  was  followed 
in  early  1975  by  the  rejection  of  a  proposal  by  the  Ford  Ad- 
ministration to  continue  the  channeling  of  arms  aid  to  allow  South 
Vietnam  to  meet  an  all-out  surprise  attack  by  North  Vietnam. 

The  1974  Congressional  Elections  resulted  in  the  emergence  of 
what  is  referred  to  as  the  "post-Watergate"  generation  of  ap- 
proximately ninety  "freshman"  members  of  the  House  Re- 
presentatives whose  radical  attitudes  resulted  in  a  decline  in  the 
role  of  seniority  in  the  assignment  of  committee  chairmanships.  A 
further  development  may  be  noted  in  the  splintering  of  the  earlier 
groupings  of  liberal  and  conservative  members  resulting  in  a 
blurring  of  the  ideological  landscape  in  Congress. 

Given  this  background  it  is  of  interest  to  see  the  role  of 
Congress  in  the  determination  of  U.S.  foreign  policy  and  the  dif- 
ficulties which  must  be  faced  by  President  Carter  in  consequence  of 
those  developments.  It  is  the  purpose  of  this  article  to  attempt  to 
analyze  the  foreign  policy  of  the  Carter  Administration  with  all  the 
complexities  contributed  by  the  large  number  of  participants  —  i.e. 
mass  media,  scholars  from  universities  and  well-known  research 
organizations,  pressure  groups  and  lobbyists  —  who  attempt  to  in- 
fluence the  process  of  policy  formulation  in  one  of  the  most  well 
respected  democracies  in  the  world. 

II.  PRESIDENT  CARTER'S  FOREIGN  POLICY 

Actually  Congress  takes  few  initiatives  in  the  field  of  foreign 
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policy,  but  rather  acts  to  balance  exercise  oversight  over  policies 
initiated  by  the  Executive.  It  is  therefore  appropriate  that  we  begin 
with  an  analysis  of  the  basics  of  the  policies  of  the  Carter  Ad- 
ministration and,  especially,  those  aspects  which  differentiate  them 
from  the  policies  of  the  previous  Nixon  and  Ford  Administration 
as  articulated  by  their  foremost  spokesman.  Secretary  of  State 
Henry  Kissinger. 

The  principal  difference  between  Carter's  foreign  policy  and 
that  of  his  two  predecessors  is  colored  by  the  existence  of 
differences  of  foreign  policy  views  between  the  Republican  and 
Democratic  parties.  The  former  is  generally  more  conservative  in 
its  orientation  and  inclined  to  attempt  to  maintain  the  status  quo 
with  the  United  States  as  a  major  power  committed  to  continued 
superiority  over  its  primary  opponent,  the  Soviet  Union.  For  Re- 
publicans power  is  the  major  consideration.  The  Democratic  Party 
is  more  Hberal  in  the  sense  that  it  wishes  to  see  some  changes  and 
does  not  hold  to  the  view  that  power  is  the  only  basic  consider- 
ation, but  also  directs  attention  to  other  areas  such  as 
humanitarianism  and  human  rights,  international  economic 
relations  and  basic  human  needs.  Naturally  the  implementation  of 
those  views  depends  upon  the  implementor  and  the  world  situa- 
tion which  he  faces,  which  tends  to  dull  the  sharpness  of  the 
differences  between  the  proponents  of  these  varying  principles  and 
leave  in  their  wake  differences  of  emphasis  and  nuance. 

President  Nixon  and  Secretary  of  State  Kissinger  (who  also 
served  simultaneously  as  Chief  of  the  Nadonal  Securit)'  Council) 
viewed  the  world  in  a  large  conceptual  framework,  but  maintained 
that  in  the  final  analysis  the  basic  problem  returned  to  that  of  the 
relations  and  balance  of  power  between  the  United  States  and 
the  Soviet  Union.  For  that  reason  they  directed  their  attention 
primarily  to  the  conduct  of  those  relations  in  the  form  of  compe- 
tition in  all  fields.  However,  recognizing  that  the  escalation  of  the 
nuclear  arms  race  could  produce  an  armed  confrontation  which 
would  endanger  the  human  race,  a  way  of  reducing  the  strain  of 
such  continued  competition  was  sought  in  the  form  of  "detente". 
While  they  recognized  the  existence  of  the  other  major  powers, 
they  were  always  inclined  to  view  relations  from  the  perspective  of 
relations  berween  the  United  States  and  the  Soviet  Union.  This 
tendency  produced  a  fear  on  the  part  of  U.S.  allies  such  as  the 
members  of  NATO  of  the  existence  of  a  co-dominion  between  the 
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U.S.  and  the  Soviet  Union  which  would  fail  to  heed  the  fate  of 
Western  Europe  and  Japan.  The  opening  of  relations  between  the 
U.S.  and  the  People's  Republic  of  China  is  an  example  of  a  policy 
initiative  taken  to  benefit  the  position  of  the  U.S.  vis-a-vis  the 
Soviet  Union. 

President  Carter  and  Chief  of  the  National  Security  Council, 
Zbigniew  Brzezinski,  view  the  world  situation  as  being  more  com- 
plex and  not  simply  determined  by  relations  between  the  U.S.  and 
the  Soviet  Union.  They  maintain  that  Henry  Kissinger  directed  too 
much  attention  to  considerations  of  strength  and  power  and  ig- 
nored other  more  meaningful  considerations  such  as  morality  and 
the  ideals  which  prompted  the  independence  of  the  U.S.  Among 
those  ideals  which  were  drawn  from  the  thinking  of  the  philo- 
sopher John  Locke  is  the  principle  that  man  has  certain  basic 
human  rights  and  should  be  granted  the  opportunity  to  exercise 
those  rights.  They  conclude  that  the  abandonment  of  those  ideals 
is  the  reason  for  the  failure  of  U.S.  foreign  policy  to  gain  the  sup- 
port of  the  American  people  as  may  be  seen  in  the  cases  of  the  Viet- 
nam War,  efforts  to  aid  one  of  the  participants  in  the  civil  war  in 
Angola  and  attempts  to  aid  the  Pinochet  Administration  in  Chili. 

With  respect  to  Soviet  strength,  Brzezinski  is  of  the  opinion  that 
the  U.S.  will  continue  to  be  in  the  lead  in  the  future  because  of  ad- 
vanced ideas,  freedom  of  initiative  and  technological  advance- 
ment. For  that  reason  it  is  unnecessary  to  fear  Soviet  advancement 
in  the  single  field  of  military  hardware  which  is  not  always  capable 
of  being  employed  easily  to  influence  other  nations.  Greater 
emphasis  is  therefore  to  be  placed  on  trilateral  relations  among  the 
industrialized  democratic  countries  of  Western  Europe,  Japan  and 
the  U.S.  The  importance  which  the  Carter  Administration  attaches 
to  those  trilateral  relations  was  indicated  by  Vice-President  Walter 
Mondale's  visits  to  Western  Europe  and  Japan  soon  after  the 
presidential  innauguration.  Increased  emphasis  on  those  relations 
is  felt  to  be  needed  both  because  of  past  lack  of  attention  on  the 
part  of  Henry  Kissinger  and  the  inability  of  the  U.S.  to  tackle  alone 
the  difficult  problems  of  international  economy  and  relations  with 
the  Third  World  which  must  be  faced  in  the  near  future. 

The  Carter  Administration  also  holds  that  the  stability  of  future 
international  relations  will  be  determined  by  the  possibility  of 
finding  new  forms,  institutions  and  provisions  for  the  regulation  of 
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interaction  with  those  more  than  one  hundred  large  and  small 
nations  which  are  collectively  referred  to  as  the  "Third  World". 
For  it  is  the  rapid  proliferation  of  those  nation-states  which  has 
caused  shifts  and  changes  in  international  relations.  While  a 
modus  vivendi  based  on  a  balance  of  nuclear  and  conventional 
power  already  exists  with  respect  to  Soviet-American  relations  and 
continues  to  develop  via  the  SALT  II  talks,  the  emergence  of  new 
difficulties  is  expected  to  be  related  to  unresolved  matters  of  social 
justice  in  international  relations  which  form  the  basis  of  the  North- 
South  Dialogue.  This  Administration  appears  to  be  more  open  in 
its  participation  in  that  dialogue  than  its  predecessors  whose  lack 
of  response  to  the  demands  of  third  world  countries  was  much 
influenced  by  Treasury  Secretary  William  Simon's  emphasis  on 
market  strengths  in  the  determination  of  international  economic 
relations.  Over  the  past  ten  years  drastic  changes  in  the  field  of  in- 
ternational economic  relations  have  taken  place  which  no  longer 
permit  the  continued  functioning  of  a  liberal-capitalistic  eco- 
nomic policy  based  solely  on  market  strength.  Chief  among  those 
changes  is  the  emergence  of  the  new  states  of  Asia  and  Africa  which 
aspire  to  a  just  participation  in  international  economic  relations.  It 
is  in  this  context  that  President  Carter's  planned  trip  to  nine  coun- 
tries in  Asia,  Africa  and  Latin  America  (i.e.  Nigeria,  Brazil, 
Venezuela,  India,  Iran  and  Saudi  Arabia)  must  be  seen.  Although 
the  original  November  1977  departure  date  had  to  be  postponed, 
the  trip  was  later  rescheduled  in  two  parts  —  December  1977- 
January  1978  and  March- April  1978. 

The  most  striking  difference  between  the  Carter  and  Nixon  Ad- 
ministrations may  be  seen  in  their  respective  approaches  to  inter- 
national relations.  Nixon  and  Kissinger  tended  to  monopolize 
decision-making  in  that  field  which  was  the  cause  of  much 
criticism  from  Congress  and  officials  who  worked  under  them.  In 
contrast,  the  present  government  has  many  "centers  of  power" 
which  attempt  to  influence  President  Carter's  decision-making.  The 
involyement  of  a  wide  range  of  voices  from  the  State  Department, 
the  White  House  Staff,  CIA,  and  Defense  Department  helps  to  in- 
sure openness  and  institutionalization,  but  it  is  also  a  source  of 
confusion  which  makes  it  dilTicult  for  both  Congress  and  the 
general  public  to  understand  which  is  the  real  polic)'  being  im- 
plemented as  in  the  case  of  the  Middle  East  question.  In  order  to 
understand  U.S.  foreign  policy  it  is  not  possible  to  simply  heed 
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State  Department  attitudes,  but  attention  must  also  be  directed  to 
such  diverse  figures  as  Vice-President  Walter  Mondale,  U.S.  Am- 
bassador to  the  U.N.  Andrew  Young  and  Special  Presidential 
Assistant  Hamilton  Jordan  who  play  an  active  role  in  influencing 
President  Carter.  This  source  of  contrast  with  the  more  easily 
decipherable  and  highly  centralized  decision-making  style  of  Nix- 
on and  Kissinger  is  judged  to  be  more  appropriate  by  the  Carter 
Administradon  and  is  expected  to  be  continued. 

While  the  above  picture  may  appear  to  be  even  more  confused 
when  we  consider  the  greatly  increased  role  of  Congress  and  public 
opinion  in  the  formulation  of  foreign  policy  which  will  be  treated 
in  a  later  secdon,  there  is  at  least  one  moderaring  factor  to  be  men- 
tioned. Although  the  Carter  Administration  appears  to  contain  a 
large  number  of  leaders  acting  in  all  fields  simultaneously,  it 
should  be  noted  that  most  of  those  leaders  have  enjoyed  long- 
standing personal  relations  and  have  similar  ideas  on  policy 
matters  which  helps  to  guarantee  coordinarion  and  the  main- 
tenance of  parallel  lines  in  the  implementation  of  a  diverse  range 
of  policies. 

As  a  result  of  this  more  open  governmental  style  and  diversity 
of  "centers  of  power"  the  Carter  Administration  is  more  active  in 
taking  the  initiative  than  the  previous  Nixon  and  Ford  Ad- 
ministrations which  were  more  inclined  to  the  defense  of  the  status 
quo  and  a  more  conservative  viewpoint.  After  waiting  eight  years 
for  a  return  to  power  the  Democratic  Party  leadership  was  quick  to 
respond  to  the  opportunity  to  implement  their  ideas.  During  the 
first  year  of  the  Carter  Administration  a  wide  range  of  initiatives 
was  taken  in  the  following  diverse  areas:  strengthening  of  the  tri- 
lateral relations  among  the  U.S.,  Western  Europe  and  Japan;  the 
SALT  II  Talks;  efforts  to  end  the  Middle  East  problem  via  the 
Geneva  Conference;  the  search  for  a  peaceful  and  democratic  solu- 
tion to  the  problems  of  Rhodesia  and  South  Africa;  discussions 
aimed  at  the  normalization  of  diplomatic  relations  with  Vietnam; 
fresh  efforts  to  conclude  the  Conference  on  International  Eco- 
nomic Cooperation  (CIEC)  in  Paris;  discussion  and  conclusion  of 
the  Panama  Canal  treaties;  emphasis  on  basic  human  rights  in 
American  foreign  policy;  continuation  of  efforts  to  normalize 
relations  with  the  People's  Republic  of  China;  the  re-opening  of 
discussions  with  Cuba;  the  staged  withdrawal  of  American  ground 
forces  from  South  Korea;  increased  aid  to  developing  nations  for 
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basic  human  needs  and  the  granting  of  aid  to  such  internadonal 
insdtudons  as  the  World  Bank,  the  Asian  Development  Bank,  and 
the  Inter-American  Bank.  The  sheer  number  of  initiatives  taken 
and  the  lack  of  a  clear  set  of  priorides  resulted  in  misunder- 
standing on  the  part  of  Congress  which  was  anxious  to  play  a  role 
in  the  setdng  of  foreign  policy.  The  Carter  Administradon  jusdfied 
the  wide  range  of  its  initiatives  by  poindng  out  the  urgent  nature  of 
such  problems  as  SALT  II,  the  Middle  East  and  Rhodesia  and  the 
fact  that  other  matters  needed  to  be  attended  to  quickly  so  as  not  to 
be  impeded  by  the  conduct  of  the  1978  Congressional  Elections.  In 
the  case  of  normalizadon  of  reladons  with  Vietnam  and  Cuba  the 
justification  given  was  to  overcome  past  negative  effects,  while  the 
remainder  were  justified  by  the  need  for  fresh  inidatives  in  connec- 
tion with  basic  human  rights,  the  North-South  Dialogue  and  the 
granting  of  increased  bilateral  and  multilateral  aid  in  fulfilment  of 
such  campaign  promises  as  the  staged  withdrawal  of  American 
ground  forces  from  South  Korea. 

In  spite  of  the  justifications  provided,  the  lack  of  under- 
standing and  opposition  from  Congress  was  sufficiently  strong  that 
President  Carter  was  forced  to  withdraw  and  promised  that  no  new 
initiatives  would  be  taken  in  1978.  A  further  factor  influencing  this 
decision  was  the  recognition  that  world  conditions  had  not  been 
altered  substantially  by  those  initiatives.  While  the  U.S.  remains  the 
strongest  and  the  richest  country  in  the  world,  other  actors  do  not 
remain  passive  and  wait  for  U.S.  policy  decisions.  There  are  an  in- 
creased number  of  actors  which  must  be  taken  into  consideration 
—  e.g.  the  collective  memberships  of  OPEC,  the  Group  of  77  and 
the  World  Islamic  Conference  —  and  which  have  a  role  to  play  in 
present  world  polidcs.  And  both  the  number  and  complexity  of  the 
problems  which  must  be  faced  also  grows  condnuously. 

III.  PRESIDENT  CARTER  AND  BASIC  HUMAN  RIGHTS 

In  view  of  the  re-emphasis  of  basic  human  rights  as  a  guiding 
moral  factor  in  U.S.  foreign  policy  and  the  questions  which  this  has 
raised  among  the  leaders  of  Southeast  Asia  and  other  regions  con- 
cerning its  implementation,  a  detailed  discussion  of  that  factor  is 
considered  appropriate.  One  of  the  persistent  problems  in  the  set- 
ting of  American  foreign  policy  is  that  of  maintaining  a  balance 
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between  the  ideals  of  fostering  basic  human  rights  as  set  forth  from 
the  beginning  in  the  Bill  of  Rights  and  U.S.  Constitution  and  the 
more  pragmatic  considerations  which  have  long  been  considered  a 
hallmark  of  that  country's  foreign  policy.  The  fostering  of  basic 
human  rights  without  an  accompanying  measure  of  pragmatism  in 
searching  for  an  appropriate  means  by  which  they  can  be  realized 
will  not  only  prove  to  be  impossible,  but  will  also  leave  the  inter- 
national world  unconvinced.  On  the  contrary,  overemphasis  of 
pragmatism  will  also  fail  to  elevate  the  image  and  leadership  of  the 
U.S.  in  the  eyes  of  the  world  community. 

It  was  President  Carter  himself  who  sparked  the  reaffirmation 
of  basic  human  rights  as  an  important  basis  of  foreign  policy  based 
upon  personal  conviction  as  a  devout  Baptist  and  his  past  open- 
ness and  consideration  with  regard  to  the  Civil  Rights  Movement 
in  the  American  South.  Among  other  factors  which  were  con- 
sidered, were  the  ideals  of  the  founders  of  the  American  Republic, 
the  Nixon  Administration's  lack  of  emphasis  on  those  ideals  and 
the  need  to  regain  the  lost  support  of  the  majority  of  the  American 
people  as  a  prerequisite  to  the  implementation  of  any  foreign 
policy.  Nevertheless  this  emphasis  on  basic  human  rights  has  been 
greeted  by  Southeast  Asian  leaders  in  general  and  Indonesian 
leaders  in  particular  with  feelings  of  ambivalence. 

Given  the  Western  educational  backgrounds  of  those  leaders 
and  their  exposure  to  democratic  ideas  which  is  reflected  in  the 
constitutions  of  their  countries,  they  are  of  course  responsive  to  the 
need  for  the  maintainance  of  basic  human  rights,  but  what  they 
view  as  problematic  is  how  that  principle  is  to  be  implemented  in 
international  reladons.  They  can  not  help  but  be  reminded  of  their 
own  earlier  experiences  when  other  high-sounding  principles  gave 
rise  to  a  priori  attitudes  and  politics  of  confrontadon  during  the 
Cold  War  Era  and  particularly  during  the  tenure  of  U.S.  Secretary 
of  State,  John  Foster  Dulles.  At  that  dme  atdtudes  of  extreme  anti- 
Communism  led  to  such  errors  in  American  foreign  policy  as 
American  relations  with  the  People's  Republic  of  China,  inter- 
vention in  a  war  of  national  liberation  in  Vietnam  and  the  near  in- 
volvement of  the  U.S.  in  the  PRRI-Permesta  revolts  in  the  Indo- 
nesian provinces  of  Sumatera  and  Sulawesi. 

They  fear  that  if  basic  human  rights  becomes  the  primary  stan- 
dard for  determining  U.S.  foreign  relations  and  if  it  is  rigidly  en- 
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forced  without  sufficient  consideration  of  various  other  factors 
such  as  the  recognition  of  sovereign  rights  of  other  nations,  un- 
necessary tensions  may  be  created  such  as  those  which  recently 
almost  stalemated  American-Soviet  negotiations  over  SALT  II. 
Relief  of  those  tensions  in  U.S. -Soviet  relations  was  achieved  only 
after  President  Carter  retreated  from  his  previous  posidon  of 
maintaining  basic  human  rights  as  the  primary  determinant  of 
those  relations. 

A  further  example  was  the  difficukies  created  in  Congress  with 
regard  to  American  foreign  aid  policy  by  several  executive  state- 
ments wherein  the  limitations  on  and  methods  of  implementing 
the  principle  of  fostering  human  rights  were  not  clearly  outlined. 
Difficulty  arose  when  an  alliance  was  formed  between  Liberal 
forces  which  sought  to  impose  the  maintenance  of  basic  human 
rights  as  the  primary  determinant  in  granting  all  foreign  aid  and 
Conservatives  who  are  opposed  to  all  forms  of  foreign  aid.  The  en- 
suing difficulties  resulted  in  agreement  on  appropriations  for 
foreign  aid  with  a  variety  of  limitations  based  on  human  rights 
considerations,  a  full  month  after  the  September  30  time  limit 
which  is  determined  by  the  October  1  start  of  the  U.S.  fiscal  year. 

Similarly,  President  Carter's  objectives  concerning  ratification 
of  the  Panama  Canal  treaties  by  the  Senate  and  increased  aid  to 
South  Korea  in  connection  with  the  staged  withdrawal  of  American 
troops  from  that  country  have  met  with  difficulty  in  Congress  be- 
cause of  the  implications  of  the  basic  human  rights  issue.  Worse  yet 
are  those  cases  where  pressure  has  been  brought  to  bear  on 
regimes  which  practice  various  abuses  of  political  prisoners.  One 
reaction  to  such  pressures  is  the  disappearance  of  the  detainees 
without  leaving  a  trace. 

Having  learned  from  experience.  President  Carter's  Ad- 
ministration is  now  more  careful  and  balanced  in  its  application  of 
this  new  morality  as  may  be  seen  in  American  attitudes  at  the  Bel- 
grade Conference  concerning  the  evaluation  of  the  results  of  the 
European  Security  Agreement  one  year  after  being  signed,  from 
Zbigniew  Brzezinski's  comments  before  the  annual  meeting  of  the 
Trilateral  Commission  in  West  Germany,  and  Representative  of 
the  Office  of  the  Coordinator  for  Human  Rights  and 
Humanitarian  Affairs,  State  Department,  Marc  Schneider's  state- 
ments before  the  House  of  Representatives  Sub-Committee  on 
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International  Organizations  at  the  close  of  the  1977  session.  On 
those  occassions  it  was  explained  that  while  human  rights  would 
remain  a  basic  consideration  in  the  determination  of  American 
foreign  policy,  in  recognition  of  the  differing  situations  in  a 
number  of  countries  it  would  not  be  the  only  factor  taken  into  con- 
sideration in  the  implementadon  of  that  policy.  Moreover, 
Brzezinski  stated  that  in  the  hopes  of  achieving  a  speedy  conclusion 
of  the  SALT  II  talks,  the  human  rights  quesdon  would  not  enter 
into  consideradon. 

In  spite  of  the  above  indications  of  a  somewhat  softened  posi- 
tion on  this  issue,  President  Carter's  condnued  commitment  is  sdll 
in  evidence  as,  for  example,  in  his  efforts  to  increase  official 
foreign  aid  and  aid  via  internadonal  banks  and  his  efforts  to  aid  in 
overcoming  the  shortage  of  basic  human  needs  in  developing 
countries.  In  this  respect  his  Administration  has  shown  itself  to  be 
open  and  attentive  to  the  Third  World's  demands  for  social  justice, 
but  the  continued  lack  of  awareness  of  the  seriousness  of  this  issue 
on  the  part  of  both  Congress  and  the  general  public  have  resulted 
in  litde  concrete  action. 

It  should  also  be  added  here  that  attention  to  the  human  rights 
factor  is  not  only  directed  at  those  governments  which  are  friendly 
to  the  U.S.  and  those  which  are  in  the  process  establishing  their 
own  democratic  processes  and  traditions  (e.g.  the  member  of 
ASEAN,  Latin  America  and  South  Korea),  but  also  at  Communist 
countries  such  as  the  Soviet  Union.  He  is  also  aware  of  the  need  to 
proceed  with  caution  in  applying  an  essentially  Western  concept 
based  on  Christian-Judeo  cultural  values  to  developing  countries 
which  continue  to  be  pre-occupied  with  the  urgent  problems  of  the 
continued  existence  of  state  and  nation,  the  physical  welfare  of 
their  people  and  the  pressing  need  for  food,  education,  expansion 
of  employment  opportunities,  etc. 

What  is  certain  to  continue  to  be  emphasized  by  President 
Carter  is  that  political  prisoners  who  have  opposed  the  existing 
regime  in  their  own  country  are  not  subjected  to  mistreatment  and 
torture  and  that  certain  basic  political  rights  and  needs  of  the  peo- 
ple are  given  due  consideration. 

In  reality  President  Carter's  efforts  to  foster  basic  human  rights 
are  quite  acceptable  and  can  aid  in  increasing  the  future  influence 
of  the  U.S.  throughout  the  world.  Such  efforts  are  needed  to  de- 
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fend  U.S.  leaders  against  charges  of  being  concerned  only  with 
political  and  economic  power,  but  they  must  be  pursued  with  a  full 
understanding  of  the  complex  international  and  national 
problems  faced  by  each  of  the  concerned  countries.  Implementa- 
tion of  those  efforts  requires  means  which  are  subde  and  flexible 
and  must  avoid  confrontation  which  is  both  viewed  as  moral 
arrogance  and  intervention  in  the  internal  affairs  of  another  nation 
and  is  counter-productive.  Unfortunately,  subdeness  and  flexibili- 
ty are  not  well  known  as  American  virtues,  but  is  is  just  that  which 
makes  it  such  a  challenge  for  American  leaders. 

IV.  THE  ROLE  OF  CONGRESS  IN  DETERMINING  U.S. 
FOREIGN  POLICY 

At  the  outset  it  was  hoped  that  a  Democratic  administradon 
under  President  Carter  would  be  better  able  to  work  cooperadve- 
ly  with  a  Congress  in  which  the  Democratic  Party  held  289  out  of 
435  seats  in  the  House  of  Representatives  and  61  out  of  100  Senate 
seats  than  had  been  the  case  with  its  two  Republican  predecessors. 
After  one  year  in  office  it  was  clear  that  this  hope  was  not  to  be 
realized.  Congress  was  determined  to  continue  to  exercise  the 
power  which  it  had  recently  regained  after  being  overlysubmissive 
throughout  the  1960's  to  initiatives  from  an  executive  which  it  con- 
sidered to  have  misused  its  power  during  a  period  beginning  with 
the  Vietnam  War  and  culminating  in  the  Watergate  Affair. 
Although  the  Ninety-Fourth  Congress  contained  an  over- 
whelming Democratic  majority,  it  also  contained  a  large  number 
of  new  young  members  with  more  independent  attitudes  which 
weakened  both  party  discipline  and  the  previously  strong  seniorit)' 
system  in  the  committees  of  the  House.  The  result  of  all  this  was  a 
splintering  of  ideological  groupings  in  Congress  and  increased  dif- 
ficulty in  determining  membership  attitudes  towards  even  a 
proposal  coming  from  a  president  who  was  the  acknowledged 
leader  of  their  own  party. 

Members  of  the  American  Congress  have  traditionally  been 
more  attentive  to  the  interests  of  their  own  particular  electoral  dis- 
trict or  state  because  it  is  essentially  through  the  defense  of  those 
interests  that  they  can  hope  to  be  re-elected  by  their  constituents. 
For  this  reason  the  views  of  congressmen  —  particularly  from  the 
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House  of  Representatives  -  may  often  appear  to  be  narrow  and 
parochial.  Two  compensating  factors  which  may  help  to  make  con- 
gressmen more  receptive  to  presidential  inidatives  which  do  not 
directly  reflect  on  the  interests  of  their  constituents  emerge  when 
the  President  himself  is  a  former  congressman  with  a  strong  per- 
sonal base  of  support  among  his  former  colleagues  or  when  the 
President  has  sufficient  national  popularity  and  is  willing  to  use 
that  popularity  in  local  electoral  contests  to  aid  in  the  re-election 
of  congressmen  from  his  own  party.  Jimmy  Carter  has  not  yet  been 
in  a  position  to  bring  either  of  those  factors  into  play  in  his 
relations  with  Congress.  From  the  beginning  Carter  was  con- 
sidered an  "outsider"  without  a  strong  base  of  support  either 
within  the  Democratic  Party  machine  or  in  larger  Washington 
circles  which  might  aid  him  in  his  efforts  to  get  his  programs  pass- 
ed in  Congress.  This  outsider  status  also  put  him  at  a  distinct  dis- 
advantage during  his  own  election  campaign  which  was  ultimately 
won  by  only  a  narrow  margin  and  left  him  little  time  or  influence 
which  might  be  used  to  aid  in  local  congressional  elections.  The 
net  result  is  that  the  formal  institutional  system  of  checks  and 
balances  which  works  against  the  exercise  of  party  discipline  and 
emphasizes  the  role  of  Congress  as  a  counterweight  to  the  ex- 
ecutive is  left  unchecked  by  the  kind  of  personal  cooperative 
relations  which  normally  exist  in  the  case  of  a  congressional  majo- 
rity and  president  of  the  same  political  party. 

In  a  similar  vein  Carter's  strong  personal  sense  of  morality  and 
his  essentially  technocratic  orientation  which  are  at  the  root  of  his 
desire  to  reform  the  governmental  apparatus  in  Washington  leave 
him  little  inclined  to  accept  compromise  and  add  to  the  difficulties 
which  he  faces  in  Congress.  He  also  occasionally  tries  to  take  ad- 
vantage of  "populist"  appeal  which  was  so  successful  in  his  elec- 
tion campaign  in  order  to  gain  greater  freedom  from  con- 
gressional influence  by  making  direct  appeals  for  popular  support 
of  his  programs.  Both  those  appeals  and  his  habit  of  introducing 
proposals  which  are  often  in  conflict  with  the  interests  and 
authority  of  Congress  without  prior  nodfication  leave  many 
members  of  Congress  less  than  pleased. 

Those  same  congressmen  are  also  little  impressed  by  the  ap- 
parent lack  of  coordination  among  members  of  the  White  House 
Stafl"  in  their  efforts  to  gain  congressional  support  for  executive 
proposals.  Each  government  department  has  its  own  liasion  with 
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Congress  which,  when  well  coordinated,  as  was  the  case  under 
President  Ford,  forms  a  strong  and  effective  lobby  in  Congress. 

Those  shortcomings  of  the  Carter  Administration  in  its  re- 
lations with  Congress  have  also  produced  serious  side-effects  with 
respect  to  the  fostering  of  basic  human  rights  as  a  fundamental 
principle  of  U.S.  foreign  policy  and  have  contributed  to  the  rise  of 
"neo-isolationist"  thinking  in  Congress.  Two  areas  in  which  such 
difficulties  may  be  witnessed  are  the  efforts  to  ratify  the  Panama 
Canal  treaties  and  those  relating  to  matters  of  international 
economic  relations  such  as  the  energy  crisis,  the  North-South 
Dialogue,  foreign  aid  and  free  international  trade.  Both  of  these 
problem  areas  are  not  only  indicative  of  Carter's  ability  to  gain 
congressional  support  or  approval  for  his  foreign  policy  goals,  but 
also  of  his  capability  to  foster  better  relations  with  the  developing 
nations  of  the  Third  World.  For  example,  the  successful  conclusion 
of  the  Panama  Canal  treaties  problem  will  indicate  whether  the 
U.S.  views  the  nations  of  Latin  America  as  insignificant  or  as  true 
friends  which  are  to  be  treated  with  justice,  while  the  resolution  of 
problems  concernipg  international  economic  relations  will 
demonstrate  to  the  Third  World  that  President  Carter's  new  inida- 
tives  are  realistic  and  that  Congress  and  American  public  opinion 
are  capable  of  being  convinced  of  the  merit  of  those  policies. 

The  Panama  Canal  problem  has  been  under  discussion  since 
1964.  It  is  considered  important  by  a  large  part  of  the  American 
people  because  the  canal  has  long  been  considered  as  American 
territory  and  representative  of  superior  American  technological 
capability  at  the  beginning  of  the  twentieth  century  as  well  as  of 
continuing  importance  for  strategic  and  security  purposes.  After 
the  bitter  experience  of  Vietnam  the  American  people  will  refuse  to 
be  forced  or  pushed  by  other  countries,  particularly  by  what  they 
consider  to  be  a  small  country.  But  aside  fi-om  those  public  opi- 
nion considerations,  there  is  a  conservative  group,  particularly 
within  the  Republican  Party,  which  would  like  to  use  the  Panama 
Canal  problem  to  discredit  the  Carter  Administration  in  the  con- 
gressional and  state  elections  in  1978. 

The  Panama  Canal  treaties  actually  consists  of  two  agreements 
of  which  the  first  stipulates  that  power  over  the  operation  of  the 
canal  is  to  be  transferred  to  the  Republic  of  Panama  gradually  un- 
til the  year  2000,  at  which  time  that  government  will  exercise  full 
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control  on  into  the  future.  The  second  agreement  provides  for  the 
neutrahzation  of  the  canal  with  the  exception  of  the  right  of  the 
U.S.  to  take  mihtary  action  for  the  defense  of  the  canal  and  the  pre- 
ferential right  of  American  and  Panamanian  warships  to  make  use 
of  the  canal  during  dmes  of  crisis.  Ratificadon  of  those  agree- 
ments has  yet  to  achieve  the  required  two-thirds  majority  vote  in 
the  Senate  because  of  the  alleged  opposidon  of  a  large  part  of  the 
American  people.  This  popular  opposition  is  particularly  impor- 
tant for  those  one-third  of  the  members  of  the  U.S.  Senate  who  are 
facing  elecdon  contests  in  1978  and  are,  thus,  pre-occupied  with 
their  re-elecdon  efforts. 

The  Carter  Administration  had  worked  hard  at  providing 
Congress  and  other  public  leaders  with  specific  information,  but 
remained  unsuccessful  in  the  face  of  strong  Conservative  opposi- 
tion and  those  efforts  were  left  unfinished  in  the  wake  of  the  Bert 
Lance  scandal  from  July  to  September  1977.  Up  to  the  present 
there  remains  much  misunderstanding  and  lack  of  clarity  con- 
cerning those  agreements  within  American  society  which  continue 
to  hinder  its  conclusion.  Ratification  can  still  be  achieved  before 
May  of  this  year  if  several  articles  can  be  quickly  amended  or 
clarified  to  the  satisfaction  of  Conservatives  or  Senators  who  are 
presently  faced  with  opposition  from  their  constituents.  The  most 
important  of  those  articles  pertain  to  the  right  of  American  armed 
forces  to  intervene  in  defense  of  the  canal  after  the  year  2000  and 
the  right  of  American  naval  forces  to  make  use  of  the  canal  in  time 
of  crisis.  It  is  generally  considered  that  if  the  support  of  two-thirds 
of  the  Senate  can  not  be  gained  by  May  1978,  President  Carter  will 
postpone  sending  the  treaty  to  that  body  undl  the  necessary 
number  of  votes  can  be  attained.  Odds  on  gaining  passage  were  in- 
creased early  this  year  when  the  two  necessary  amendments  were 
successfully  inserted  into  the  agreements  and  public  opinion  was 
seen  to  be  responding  more  favorably  to  Carter's  efforts  at 
clarificadon. 

In  the  field  of  foreign  economic  relations  President  Carter  is 
faced  with  a  set  complex  issues  which  bear  important  implicadons 
for  both  American  foreign  and  domesdc  policy  and,  thus,  con- 
stitute a  real  test  of  his  leadership  capabilides. 

While  the  condnued  posidon  of  the  United  States  as  the  world's 
strongest  economic  power  has  made  the  world  economy  much 
dependent  upon  it,  that  dominance  has  since  the  end  of  World 
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War  II  been  gradually  reduced  by  the  re-emergence  of  Western 
Europe  and  Japan  and  the  economic  growth  of  such  developing 
nations  as  Brazil,  South  Korea,  Taiwan,  Hong  Kong  and  Singa- 
pore and  the  beginning  of  the  exercise  of  influence  by  OPEC.  The 
latter  of  those  cases  has  now  been  emulated  by  other  collective 
groupings  in  the  form  of  the  Group  of  77,  the  World  Islamic 
Conference,  etc. 

Recent  developments  in  the  U.S.  economy  as  well  as  changes  in 
the  world  economy  have  resulted  in  the  need  for  structural  change 
in  several  American  industries  which  are  no  longer  considered 
competitive.  Drastic  changes  are  also  called  for  in  the  energy  field 
because  the  problem  of  waste  is  no  longer  capable  of  being  over- 
come by  increased  domestic  production  —  in  spite  of  the  Alaskan 
pipeline  —  and  energy  imports  continue  to  increase. 

Evidence  of  increasing  interdependence  of  the  American 
economy  with  the  international  economy  is  provided  by  the  in- 
crease of  foreign  trade  as  a  percentage  of  the  GNP  from  4-596  to  its 
present  position  of  8-996  which  is  accounted  for  by  increases  in 
both  imports  and  exports  in  the  last  decade.  This  places  added 
emphasis  on  President  Carter's  efforts  to  improve  relations  with 
developing  nations  and  dictates  that  he  must  convince  Congress 
and  the  American  people  of  the  importance  of  the  problems  in- 
volved in  the  North-South  Dialogue.  Until  now  they  have  remain- 
ed sceptical  in  the  face  of  what  they  view  as  requests  to  make 
sacrifices  to  implement  a  new  program  without  any  hope  of  ob- 
taining satisfactory  gains. 

On  the  domestic  front  American  society  also  faces  several 
problems  in  the  wake  of  rapid  social  change.  Among  these  are  the 
inability  to  cope  with  existing  levels  of  inflation  and  unemploy- 
ment and  such  social  welfare  issues  as  urban  renewal,  social  securi- 
ty, a  new  taxation  system,  etc.  All  of  these  will  require  strong 
leadership  from  President  Carter  and  considerable  sacrifice  on  the 
part  of  the  American  people.  In  general  they  remain  unaware  of 
the  changes  because  they  do  not  yet  feel  that  a  crisis  exists.  On  the 
contrary  they  are  still  in  a  phase  of  increasing  prosperity  and  con- 
tinue to  postpone  dealing  with  those  problems  even  though  they 
will  reach  critical  proportions  within  the  next  10-20  years. 

The  changes  called  for  by  the  problems  cited  above  will  have  to 
begin  within  the  next  few  years  and  at  the  outset  it  was,  in  fact. 
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hoped  that  Carter  would  be  a  strong  enough  executive  to  set 
those  changes  in  motion.  However,  it  is  now  clear  that  after  one 
year  in  office  not  much  has  been  accomplished.  It  is,  of  course,  still 
too  early  to  pass  judgement  on  President  Carter,  but  it  is  clear  that 
to  succeed  he  will  have  to  find  some  means  of  gaining  the  under- 
standing and  support  of  Congress  and  public  opinion  for  his 
programs  and  ideas. 

One  outstanding  example  of  Carter's  lack  of  success  in  bring- 
ing about  desired  domestic  change  is  the  reception  to  which  his 
energy  program  proposals  were  treated  in  Congress.  In  response 
to  that  major  problem  Carter  put  forward  a  program  aimed  at 
decreasing  consumption  of  raw  petroleum  products  and  natural 
gas  by  means  of  a  combination  of  a  tax  system  based  on  consump- 
tion, tax  credit  incentives  to  shift  to  other  energy  sources,  incen- 
tives to  industry  for  similar  shifts,  regulation  of  new  natural  gas 
sources  and  incentives  and  tax  credits  for  the  use  of  new  energy 
sources  such  as  solar  energy.  Other  proposed  actions  are  an  in- 
crease in  domestic  oil  prices  over  the  next  several  years  to  a  level 
parallel  with  that  of  oil  imports  and  increased  tax  rates  for 
automobiles  with  low  gasoline  efficiency  ratings. 

When  the  energy  proposals  were  sent  to  Congress,  they  receiv- 
ed strong  support  in  the  House  of  Representatives  thanks  to  the 
aid  of  presidential  friend  and  supporter,  Thomas  P.  O'Neil 
(Democrat  from  Massachusetts),  and  because  it  was  possible  to 
form  an  ad  hoc  committee  composed  of  representatives  from  all 
the  diverse  standing  committees  which  would  normally  have  an  in- 
terest in  that  matter  —  i.e.  Ways  and  Means,  Public  Works  and 
Transportation,  Government  Operations,  Interstate  and  Foreign 
Commerce,  Banking  and  Finance  and  Urban  Affairs.  In  this 
manner  almost  all  of  the  executive  proposals  were  easily  accepted 
by  the  House  of  Representatives,  but  their  fate  in  the  Senate  was  to 
be  quite  different. 

Because  things  had  gone  so  smoothly  in  the  House  of  Re- 
presentatives and  because  the  attention  of  Carter  was  distracted  by 
the  Bert  Lance  affairs,  mobilization  of  support  and  strong  lobby 
which  was  to  be  needed  in  the  Senate,  was  late.  The  situation  in 
the  Senate  was  more  difficult  both  because  its  members  are  far 
more  independent  in  their  attitudes  and  because  they  are  divided 
into  two  groups  on  the  energy  issue.  On  one  side  of  the  issue 
stands  a  group  representing  the  interests  of  the  petroleum  produc- 
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ing  states  of  the  South  under  the  leadership  of  such  powerful 
figures  as  the  Chairman  of  the  Finance  Committee,  Russel  B.  Long 
(Democrat  from  Lousiana),  while  the  other  side  is  made  up  of 
Senators  from  the  Northeast  representing  the  diametrically  op- 
posed interests  of  their  constituents  who  are  for  the  most  part 
energy  consumers.  This  situation  was  made  even  more  difficult  by 
the  absence  of  close  relations  between  President  Carter  and  the 
Senate  Majority  Leader,  Robert  C.  Byrd  (Democrat  from  West 
Virginia),  and  the  latter's  failure  to  give  full  support  to  the 
proposals  and  by  the  active  participation  of  lobbyists  from  such  in- 
terest and  pressure  groups  as  the  oil  companies  and  consumer 
groups  which  —  for  quite  different  reasons  —  rejected  a  large  part 
of  Carter's  basic  proposals. 

The  oil  companies  argued  that  they  were  offered  insufficient  in- 
centives for  the  discovery  and  production  of  oil  from  new  sources, 
while  consumers  claimed  that  Carter's  tax  proposals  and  price  in- 
creases on  oil  and  natural  gas  were  harmful  to  them.  In  response  to 
these  claims  the  Senate  radically  altered  the  energy  program  by  re- 
jecting the  staged  tax  increases  on  American  oil  which  sought  even- 
tual parity  with  the  price  of  foreign  imports,  eliminated  complete- 
ly the  regulation  of  natural  gas,  greatly  weakened  the  gasoline  ef- 
ficiency standards  for  passenger  cars  on  which  increased  taxes  were 
to  be  levied  and  reduced  the  incentives  to  be  granted  to  those  in- 
dustries which  converted  from  natural  oil  to  coal. 

At  the  end  of  1977  the  joint  Senate-House  of  Representatives 
Conference  Committee  had  yet  to  produce  a  compromise  version 
of  this  energy  program  bill  which  Carter  himself  considered  most 
important  in  establishing  the  credibility  of  his  economic  policies  in 
both  foreign  and  domestic  circles.  There  is  also  a  strong  possibility 
that  the  compromises  necessary  to  end  the  deadlock  in  the  con- 
ference committee  will  deviate  from  Carter's  wishes  on  such  issues 
as  the  return  of  raw  petroleum  tax  revenues  directly  to  consumers, 
but  will  instead  be  earmarked  for  the  provision  of  incentives  in  the 
search  for  other  more  efficient  energy  sources  or  for  public 
transportation  such  as  a  mass  transit  system.  It  is  also  possible  that 
until  1983  natural  gas  will  still  be  regulated  by  the  federal  govern- 
ment with  the  price  higher  than  that  tolerated  before  by  President 
Carter  i.e.  US$  1.76  per  1,000  cubic  feet  and  which  was  agreed 
upon  by  the  House  of  Representatives  that  it  will  be  increased  each 
year  in  accordance  with  the  inflation  rate. 
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The  importance  attached  to  U.S.  energy  poHcy  in  its  foreign 
relations  is  indicated  by  the  posidon  of  the  U.S.  as  the  largest 
energy  consumer  and  the  fact  that  the  U.S.  now  imports  8.6 
million  barrels  of  raw  petroleum  per  day  (50%  of  her  total  con- 
sumption). It  then  follows  that  both  future  price  and  supply  of  raw 
petroleum  will  be  dependent  on  the  policy  made.  The  importation 
of  such  a  large  percentage  of  U.S.  energy  requirements  has  also 
produced  serious  deficits  in  her  balance  of  foreign  trade  and  has 
caused  the  decline  of  the  value  of  the  U.S.  dollar.  Certain  industrial 
and  labor  circles  have  responded  to  this  situation  by  making 
demands  for  the  implementation  of  protectionist  policies  which 
has  heightened  tensions  with  tradidonally  export-oriented  Japan. 
In  trade  with  Japan  alone  in  1977  the  U.S.  suffered  a  deficit  of  ap- 
proximately 8  billion  dollars. 

As  a  result  of  these  developments  Congress  is  now  under  strong 
pressure  from  business  and  labor  to  strengthen  protectionist 
measures  in  fields  where  American  industry  is  no  longer  com- 
petitive —  e.g.  steel,  footwear,  textiles  and  colored  televisions.  At 
the  root  of  these  problems  lies  both  the  need  for  major  structural 
change  in  selected  American  industries  and  the  economic 
aggressiveness  of  such  export- oriented  countries  as  Japan,  the 
members  of  the  European  Economic  Council,  South  Korea  and 
Taiwan. 

In  the  face  of  these  domestic  pressures  it  becomes  question- 
able whether  the  Carter  Administration  can  maintain  its  present 
position  on  such  international  economic  issues  as  the  elimination 
of  all  tariff  walls  at  the  GATT  session  in  Geneva.  The  only  favor- 
able indication  thus  far  is  that  groups  such  as  the  powerful  steel 
caucus  made  up  of  members  of  both  houses  of  Congress  from  dis- 
tricts or  states  which  contain  large  steel  factories  and  labor  con- 
tingents remain  divided  in  their  demands  and  have  not  yet  been 
capable  of  forming  a  united  front  with  other  groups  such  as  those 
representing  footwear  and  television  industry  interests  which 
would  be  capable  of  greatly  increasing  pressure  on  the  Executive. 
It  is  hoped  that  the  Carter  Administration  will  be  capable  of  facing 
these  pressures  and  that  it  can  convince  Congress  that  long-term 
American  interests  will  be  better  served  by  a  system  of  free  trade.  In 
the  short-term  exporters  would  probably  be  willing  to  tolerate  the 
existence  of  orderly  market  arrangements  or  voluntary  restraints, 
but  these  would  have  to  be  followed  by  expensive  and  time- 
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consuming  structural  changes  in  U.S.  industry  which  would  re- 
quire governmental  assistance. 

A  task  of  considerably  greater  difficulty  is  that  of  convincing 
public  opinion  and  the  Congress  of  the  need  to  seriously  deal  with 
the  demands  of  the  Third  World  in  the  North-South  Dialogue  and 
not  to  view  the  situation  as  a  zero  sum  game,  but  rather  as  one 
which  entails  long-range  benefits  for  the  industrial  nadons  and  the 
direct  interests  of  the  American  people.  It  is  evident  from  re- 
actions in  Congress  that  the  American  people  are  little  aware  of  the 
importance  of  the  North-South  Dialogue  to  U.S.  interests.  The  few 
members  of  the  International  Relations  Committee  of  the  House 
and  the  Senate  who  appear  to  be  knowledgable  on  this  subject  are 
hard  pressed  to  convince  the  voters  of  the  importance  of  problems 
which  appear  to  them  to  be  abstract  and  far  removed  from  their 
own  personal  interests. 

In  order  to  successfully  deal  with  the  problem  outlined  above 
what  is  needed  is  executive  leadership  not  just  in  creating  good 
ideas  or  understanding  the  long-term  implications  of  those 
problems,  but  which  is  capable  of  accomplishing  its  goals  both  in 
Congress  and  in  the  larger  society.  President  Carter's  performance 
during  his  first  year  in  office  has  yet  to  provide  assurance  of  the 
capability  as  was  expected  in  the  beginning  of  1977.  Hope- 
fully an  increased  awareness  of  the  shortcomings  of  his  govern- 
ment will  stimulate  Carter  and  his  aides  to  overcome  those  def- 
ficiencies  in  the  coming  years.  If  this  is  the  case  the  changes  which 
will  take  place  in  the  U.S.  will  produce  benefits  in  its  foreign 
relations,  particularly  with  the  developing  nations  which  are  in 
need  of  U.S.  understanding  and  cooperation  for  the  realizadon  of 
social  justice. 

V.  THE  CONGRESSIONAL  VIEW  ON  ASIA  AND  THE 
PACIFIC 

Congressional  interest  in  the  Asia-Pacific  region  has  generally 
declined  since  the  end  of  American  involvement  in  Vietnam  with 
the  exception  of  the  activities  of  two  sub-committees:  the  House 
Sub-Committee  on  Asia  and  Pacific  Affairs  under  the  chair- 
manship of  Lester  L.  Wolff  (Democrat  from  New  York)  which 
focuses  on  U.S.  relations  with  Japan  and  Korea  and  the  Senate  Sub- 
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Committee  on  East  Asia  and  Pacific  Affairs  chaired  by  John  Glenn 
(Democrat  from  Ohio)  which  has  not  been  active  with  respect  to 
problems  in  that  region  since  its  formation  in  1977.  The  lack  of  in- 
terest in  the  affairs  of  that  region  among  the  American  public  at 
large  was  also  indicated  in  September- October  197  7  when  a  group 
of  experts  on  U.S.  relations  with  the  People's  Republic  of  China 
and  Taiwan  were  invited  to  give  testimony  in  a  series  of  public 
hearings  which  were  ignored  by  the  American  mass  media. 

This  lack  of  attention  is  probably  caused  by  the  existence  of 
more  urgent  domestic  problems.  A  Senator  or  Congressman's 
scope  of  attention  is  severly  limited  by  the  priority  of  protecting  the 
interests  of  his  constituents  who  for  the  most  part  pay  little  atten- 
tion to  foreign  affairs.  Their  inattention  is  even  more  pronounced 
in  the  case  of  problems  faced  by  a  part  of  the  world  which  is  as  far 
removed  and  little  known,  as  Asia- Pacific  region. 

The  major  excepdon  to  that  lack  of  interest  on  the  part  of 
Congress  is  the  case  of  Japan  which  is  considered  vital  not  only  to 
American  security  interests,  but  also  from  ideological  and 
economic  perspectives.  Japan  is  generally  considered  as  one  of  the 
democratic,  liberal-capitalistic  countries  in  which  open  economies 
operate.  But  Japan  is  also  the  major  target  of  growing  protectionist 
sentiment  among  members  of  Congress  who  are  reacting  to  high 
levels  of  unemployment  among  their  constituents  in  the  steel,  tele- 
vision, footwear  and  textile  industries.  Strong  sentiments  with 
respect  to  Japan  have  resulted  not  only  from  the  serious  deficit 
which  exists  in  the  balance  of  trade  with  that  countn',  but  also 
from  the  widespread  belief  that  Japan  has  deliberately  created 
strong  tariff  and  non-tariff  obstacles  to  the  importation  of  ex- 
pecially  farm  and  meat  products  while,  at  the  same  time,  practicing 
a  policy  of  "dumping"  its  steel  and  colored  television  exports  in 
the  U.S. 

In  connection  with  these  strains  in  American-Japanese  eco- 
nomic relations  there  are  two  factors  which  Americans  must  take 
into  consideration.  First,  the  exportation  of  products  to  Japan  re- 
quires special  knowledge  of  marketing  methods  which  are  unique 
to  that  country  and  not  easily  practiced  by  foreigners.  Without  the 
possession  of  a  separate  marketing  network  supported  by  con- 
tinuous research  and  surveys  concerning  developing  market  trends 
it  is  unlikely  that  the  elimination  of  tariffs  or  quotas  alone  would 
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produce  much  benefit.  Second, -the  fields  of  agriculture  and  meat 
production  are  of  deep  political  significance  to  the  ruling  Liberal- 
Conservative  Party  in  Japan  because  its  primary  base  of  support  is 
among  farming  and  meat  producing  areas  of  the  country.  Any 
drastic  changes  in  these  fields  would  threaten  those  areas  and 
cause  far-reaching  political  consequences  for  the  government  of 
Prime  Minister  Fukuda. 

It  must,  of  course,  be  acknowledged  that  Japan  ignored  the 
problem  of  its  imbalance  of  trade  too  long  and  allowed  it  to  con- 
tinue until  it  caused  a  minor  crisis  in  American-Japanese  relations. 
But  little  in  the  way  of  concrete  results  can  be  expected  in  the  near 
future  as  a  result  of  Japanese  corrective  measures  because  of  the 
complicating  political  factors  involved.  The  deficit  in  the  balance 
of  trade  is  sufficiently  large  that  it  will  take  several  years  to  improve 
the  situation.  In  the  meantime  American-Japanese  relations  need 
not  experience  explosive  tensions  which  would  create  negative 
public  opinion  and  attitudes  in  the  U.S.  Congress  which  would  only 
serve  to  damage  the  long  term  relations  between  the  two  countries. 

In  the  second  week  of  January  1978  an  agreement  was  reached 
with  the  Japanese  by  Robert  Strauss  which  is  capable  of  setting  in 
motion  a  resolution  of  the  problem.  The  most  important  part  of 
the  compact  was  Japan's  agreement  to  speed  up  the  growth  of  its 
economy  to  1%  for  the  year  1978.  This  will  make  possible  an  in- 
crease in  imports  from  developing  countries  such  as  those  of 
Southeast  Asia  and  ASEAN  (8096  of  Japanese  imports  are  raw 
materials)  and  should  also  act  to  lessen  the  emphasis  on  exports 
within  Japan  itself  On  the  Japanese  side  actions  which  would  aid 
in  the  resolution  of  the  problem  would  include  the  elimination  of 
several  different  kinds  of  tariffs,  increases  in  the  quotas  for  the  im- 
port of  meat  and  fruit  and  a  doubling  of  aid  to  the  developing 
nations. 

With  respect  to  reactions  in  Congress  to  Carter's  efforts  to 
lessen  protectionist  pressures  there  and  among  the  larger  public  it 
should  be  noted  that  Special  Representative  for  Trade 
Negotiations,  Robert  S.  Strauss,  is  well  respected  for  both  his  ex- 
perience and  capability.  Aside  from  balance  of  trade  problems 
Congress  faults  the  Japanese  for  not  shouldering  a  larger  portion 
of  the  costs  of  her  defense,  especially  in  the  form  of  arms  purchases 
from  the  U.S. 
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The  special  interest  of  the  U.S.  in  South  Korea  is  based  on  that 
country's  strategic  importance  for  the  defense  and  security  of 
Japan,  the  historical  connection  between  the  two  countries  and  the 
strategic  importance  of  the  Korean  Peninsula  at  the  geographic 
juncture  of  four  great  powers  —  i.e.  the  U.S.,  Japan,  the  People's 
Republic  of  China  and  die  USSR.  For  this  reason  Carter's  gradual 
withdrawal  of  American  ground  forces  from  that  country  over  a 
period  of  5-6  years  (which  is  to  begin  with  a  withdrawal  of  8,000 
men  in  1978)  is  to  be  balanced  by  a  grandng  of  US$  800  million  of 
military  aid  in  the  form  of  arms  from  U.S. logistics  already  located 
in  South  Korea.  The  continued  committment  of  the  U.S.  to  the 
defense  of  South  Korea  is  to  be  further  guaranteed  by  an  increase 
in  the  presence  of  the  U.S.  Air  Force  in  that  country.  It  is  regret- 
able,  however,  that  the  withdrawal  of  those  ground  forces  is  to  be 
conducted  unilaterally  as  a  fulfilment  of  President  Carter's  cam- 
paign promises  and  that  no  guid  pro  quo  was  obtained  from  North 
Korea.  There  is  no  doubt  that  President  Carter's  reasons  for  this 
action  are  justifiable.  The  presence  of  U.S.  ground  forces  in  South 
Korea  could  not  be  defended  indefinitely  and,  with  the  growing 
strength  of  that  country's  economy,  she  is  now  capable  of  being 
defended  by  her  own  ground  forces  with  the  provision  of  increased 
arms  and  logistical  capabilities. 

President  Carter's  Korean  policy  now  faces  difficulty  in 
Congress  in  connection  with  the  Tong  Sun  Park  Affair  which  in- 
volved charges  that  he  attempted  to  influence  Congress  by  bribing 
a  number  of  its  members.  Consequently,  the  sale  of  arms  to  South 
on  middle-range  terms  of  credit  and  the  aid  grant  which  is  usually 
approved  every  year  were  nearly  rejected  by  the  House  of  Re- 
presentatives in  October  and  the  bill  concerning  compensation  for 
the  withdrawal  of  American  forces  is  uncertain  of  passage  because 
the  charges  involving  Tong  Sun  Park  have  not  yetc.been  settled. 
How  this  problem  will  be  resolved  is  not  yet  clear  because  the 
agreement  between  the  U.S.  and  South  Korea  concerning  informa- 
tion and  tesdmony  requested  from  the  accused  does  not  include 
provision  for  the  granting  of  information  to  Congress.  Many  hope 
that  this  problem  involving  a  number  of  congressmen  will  not  be 
allowed  to  blur  the  importance  of  South  Korea  in  the  defense  and 
security  of  Asia  and  the  Pacific  and  that  Carter's  plans  will  be 
allowed  to  be  implemented  in  accordance  with  the  preparations 
which  have  already  been  made. 
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What  is  surprising  is  that  the  Japanese  government  and  public 
opinion  have  not  reacted  openly  to  Carter's  planned  withdrawal  of 
American  forces  from  South  Korea,  while  it  is  known  that  they 
have  quietly  stated  their  fears.  South  Korea  is  extremely  vital  to  the 
defense  and  security  of  Japan  and  the  economic  reladons  between 
the  two  countries  are  of  considerable  importance.  This  situadon 
may  well  be  caused  by  Japanese  reluctance  to  aid  the  defense  of 
South  Korea  if  they  are  too  vocal  in  voicing  protests  over  these 
American  plans. 

In  the  matter  of  normalizadon  of  reladons  with  the  People's 
Republic  of  China  American  public  opinion  and  the  Congress  can 
not  accept  the  Chinese  conditions  which  dictate  that  the  U.S.  sever 
its  diplomadc  relations  with  Taiwan,  nullify  its  defense  pact  with 
that  country  and  withdraw  American  forces  located  there.  For  the 
meantime  there  is  little  that  the  Executive  can  do  except  safeguard 
exisdng  relations  and  increase  them  gradually  through  trade,  con- 
sultation, tourism,  cultural  relations,  etc. 

On  the  Chinese  side  what  is  important  now  is  that  U.S.  strength 
balance  that  of  the  Soviet  Union  and  they  are  conscious  of  the  fact 
that  diplomatic  relations  can  not  be  forced  in  the  near  future.  For 
this  reason  the  Chinese  have  not  attempted  to  seek  a  compromise 
solution,  but  have  remained  firm  on  the  matter  of  Taiwan  which 
they  consider  to  be  an  integral  part  of  China.  The  core  of  the 
problem  for  American  public  opinion  is  that  U.S.  friends  in  the 
Asia- Pacific  region  not  conclude  that  Taiwan  is  being  sacrificed 
and  that  the  island  nation  not  be  taken  by  force  by  the  People's  Re- 
public of  China.  Consequently,  there  is  need  for  the  guaranteed 
existence  of  continued  economic  relations  between  the  U.S.  and 
Taiwan  and  of  logistical  supplies  for  her  naval  and  air  forces. 

In  the  recent  hearings  conducted  by  the  sub-Committee  chaired 
by  Represen^tive  Lester  L.  Wolff  which  was  mentioned  above  a 
strong  opinion  emerged  that  Taiwan  ought  to  be  defended  not  be- 
cause of  its  claim  to  the  representation  of  the  whole  of  China,  but 
because  Taiwan  was  a  separate  and  independent  nation.  This  is 
tantamount  to  the  recognition  of  a  two  China  policy.  Faced  with 
other  pressing  foreign  and  domesdc  policy  problems,  there  has 
been  little  opportunity  for  President  Carter  to  attend  to  the  ques- 
tion of  normalization  of  reladons  with  China,  but  that  item 
remains  high  on  the  list  of  priorities  because  of  the  fear  that  the 
failure  of  the  U.S.  to  move  in  this  direction  will  bring  about  a  re- 
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union  between  the  Soviet  Union  and  the  People's  Republic  of 
China. 

The  normalization  of  relations  between  the  U.S.  and  Vietnam 
has  also  yet  to  be  realized  because  of  opposition  from  Congress 
and  public  opinion  over  the  payment  of  war  reparations  which 
were  promised  by  Kissinger  as  part  of  the  1973  Paris  Agreement 
which  has  been  taken  up  by  the  Vietnamese  as  a  pre-condition  to 
such  a  normalization.  At  the  Third  Paris  Meeting  in  December 
1977  Hanoi  decreased  its  demands  both  with  respect  to  the 
amount  and  by  referring  to  "aid  to  improve  conditions  brought 
about  by  the  war  in  Vietnam".  But  considering  the  present  situa- 
tion concerning  the  determination  of  foreign  aid  policy  in 
Congress,  it  is  certain  that  Congress  will  not  agree  to  aid  in  a  large 
amount  regardless  of  its  form  or  what  it  is  called.  The  most  that 
can  be  hoped  for  is  food  aid  and  aid  for  other  humanitarian  needs. 
Other  than  that  the  government  is  prepared  to  allow  private  in- 
dustry —  especially  the  oil  companies  —  to  make  investments  and  to 
conduct  trade  with  Vietnam. 

The  movement  to  normalize  U.S.  relations  with  Vietnam  was 
greatly  aided  by  Vietnam  itself  in  the  wake  of  that  country's  move 
to  improve  its  reladons  with  its  neighbors  —  especially  those  which 
are  members  of  ASEAN  —  as  was  hoped  for  by  the  U.S.  for  the  sake 
of  maintaining  stability  in  the  region  of  Southeast  Asia.  However, 
those  efforts  may  have  been  hurt  by  the  outbreak  of  the  border  war 
between  Vietnam  and  Cambodia,  in  spite  of  the  fact  that  its  out- 
break may  be  rooted  in  historical  causes,  the  problem  of  natural 
boundaries,  Cambodian  domestic  interests  or  Vietnamese  efforts 
to  gain  hegemony  over  the  area  of  Indochina.  The  war  could  well 
result  in  a  conflict  between  the  Soviet  Union  and  the  People's  Re- 
public of  China  there  which  would  create  instability  in  the  region 
of  Southeast  Asia. 

Only  recently  has  Congress  come  to  consider  ASEAN  as  an 
object  worthy  of  nodce.  The  development  of  this  interest  is  the 
result  of  recent  signs  of  economic  cooperation  after  the  Bali  Sum- 
mit in  1976  and  the  decline  of  the  view  formerly  held  by  certain 
countries  that  ASEAN  was  a  creation  of  the  U.S.  much  like  SEATO 
and  ASPAC.  At  the  moment  there  are  no  concrete  results  issuing 
from  this  new-found  interest  and  little  can  be  hoped  for  in  the  .way 
of  the  realization  of  ASEAN-American  relations  in  the  near  future. 
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These  poor  prospects  issue  from  the  fact  that  not  only  has  the  ex- 
ecutive sent  no  proposals  regarding  this  matter  to  Congress,  but 
within  the  executive  branch  itself  there  is  as  yet  no  unanimity  of 
opinion  on  either  the  importance  of  ASEAN  for  U.S.  and  larger 
world  interests  or  on  the  viability  of  that  organizadon.  It  is  up  to 
ASEAN  itself  to  be  more  aggressive  in  dealing  with  the  U.S.  The 
members  of  ASEAN  must  make  every  effort  to  convince  the  U.S.  of 
the  role  which  can  be  played  by  ASEAN  in  American  reladons  with 
Asia  and  the  Pacific.  On  the  American  side  it  is  hoped  that  there 
will  be  increased  understanding  of  the  needs  of  the  ASEAN  coun- 
tries regarding  such  economic  matters  as  a  "common  fund"  for 
commodities,  the  opportunity  to  export  industrial  goods  to  the  U.S. 
under  a  General  System  of  Preferences  (GSP),  financial  and 
technological  assistance,  U.S.  private  investment  in  the  ASEAN 
countries  in  special  ASEAN  projects,  tax  deferrals,  etc. 

One  essentially  non-ASEAN  matter  which  is  of  importance  to 
the  development  of  that  organization  is  the  resolution  of  the 
problem  of  the  future  of  U.S.  naval  and  air  force  facilities  at  Subic 
Bay  and  Clark  Field  in  the  Philippines.  Those  two  bases  are  vital  as 
guarantees  of  the  continued  presence  of  American  naval  and  air 
forces  in  the  Asia-Pasicif  region  and,  therefore,  are  also  vital  to  the 
countries  of  ASEAN  as  well  as  to  the  Philippines  and  President 
Marcos.  It  is  necessary  that  it  be  explained  to  Congress  that  those 
bases  are  not  only  important  to  U.S.  friends  in  Asia  and  the  People's 
Republic  of  China,  but  are  also  important  to  the  U.S.  for  two 
reasons.  First,  they  are  needed  to  balance  the  Soviet  Pacific  Fleet 
which  has  increased  considerably  over  the  past  ten  years  and  is  still 
continuing  to  increase  its  strength.  Second,  the  U.S.  defense  strategy 
of  forward  deployment  which  allows  time  for  the  U.S.  to  prepare 
itself  to  meet  an  emergency  situadon  or  threats  emerging  in  the 
Asia-Pasicif  region  can  only  be  meaningful  if  Subic  and  Clark  Field 
are  maintained.  Congress  is  not  yet  fully  aware  of  these  consider- 
adons  because  attention  is  directed  primarily  toward  NATO  while 
in  the  Pacific  it  is  less  clear  what  enemies  or  threats  will  have  to  be 
faced.  For  that  reason  it  is  not  easy  for  President  Carter  to  convince 
Congress  of  the  necessity  to  pay  rent  on  those  bases,  while  the 
Philippines  considers  this  as  an  important  provision  of  the  new 
agreements  concerning  the  continued  use  of  those  facilities.  It  is 
hoped  that  those  deliberations  can  be  conducted  quickly  and  in  ac- 
cordance with  both  the  interests  of  the  U.S.  and  the  aspirations  and 
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needs  of  the  Philippines  with  respect  to  compensation  and  the 
sovereignty  of  the  latter. 

VI.  CONGRESSIONAL  RELATIONS  WITH  INDONESIA 

After  the  fall  of  Indochina  to  the  Communists  in  1975  Congress 
began  to  take  notice  of  Indonesia  and  in  the  middle  of  that  year  the 
first  congressional  delegation  under  the  leadership  of  congress- 
man Lester  L.  Wolff  came  to  Indonesia.  That  large  delegation  was 
made  up  of  members  of  several  different  committees  in  the  House 
of  Representatives  who  intended  to  examine  a  whole  range  of 
aspects  of  U.S. -Indonesian  relations.  Following  the  visit  of  that 
delegation  efforts  were  made  to  foster  the  continued  growth  of 
mutual  understanding  between  Congress  and  the  government  of 
Indonesia. 

Within  the  context  of  those  efforts  the  Centre  for  Strategic  and 
International  Studies  (CSIS)  composed  a  team  of  officials  from  the 
executive,  legislators,  members  of  the  military,  scholars,  entre- 
preneurs and  representatives  of  the  press  to  meet  with  members  of 
Congress.  A  series  of  meetings  were  conducted  with  fifteen 
senators  and  approximately  forty  congressmen  with  quite  satisfac- 
tory results  in  the  fostering  of  better  relations  between  members  of 
Congress  and  Indonesian  leaders. 

Since  that  time  a  number  of  congressional  delegations  from  the 
Defense,  Agriculture  and  Maritime  Committees  of  the  House  of 
Representatives  and  the  Senate  International  Relations  Committee 
as  well  as  a  number  of  individual  members  have  visited  Indonesia 
in  an  effort  to  investigate  American  interests  in  Southeast  Asia  and 
to  determine  the  expectations  of  the  countries  of  the  region  with 
respect  to  U.S.  presence  in  Southeast  Asia.  It  is  generally  ac- 
knowledged that  the  U.S.  will  continue  to  maintain  a  presence  in 
the  region,  but  it  is  not  yet  known  with  certainty  whether  the 
presence  which  is  desired  and  appropriate  to  the  needs  of  the 
countries  of  the  region  is  economic  or  military. 

The  possibilities  for  an  economic  presence  may  be  broken 
down  even  further  into  activities  of  the  U.S.  private  sector  and 
those  of  the  government  in  the  form  of  bilateral  aid  such  as  ODA 
or  aid  channeled  through  international  bodies  such  as  the  Asian 
Development  Bank  and  the  World  Bank. 
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With  respect  to  a  military  presence  it  needs  to  be  determined 
whether  the  presence  of  U.S.  security  forces  needs  to  be  maintained 
to  balance  Soviet  and  Chinese  presence  in  the  region  or  whether 
military  aid  to  the  members  of  ASEAN  with  the  intention  of  in- 
creasing national  self-reliance  is  also  needed.  Such  military  aid 
could  be  in  the  form  of  grants,  sales  on  credit  (FMS),  joint  exercises 
or  the  cash  sale  of  military  hardware. 

Indonesian  relations  with  the  U.S.,  while  not  vital  for  the  U.S. 
must  be  recognized  as  of  considerable  importance.  If  U.S.  reladons 
with  other  countries  were  placed  along  a  scale  of  five,  reladons 
with  Western  Europe  and  Japan  would  be  in  first  position,  the 
countries  of  the  Middle  East  and  Australia  and  New  Zealand  would 
be  of  second  priority  and  Indonesia  would  fall  in  the  third  place 
category.  Indonesia's  importance  lies  in  her  potentially  large  pop- 
ulation, her  strategic  location  at  the  intersection  of  the  Indian  and 
Pacific  Oceans,  her  potential  as  a  region  for  investment  and  source 
of  raw  materials  as  well  as  a  future  source  of  food  for  Asia.  The 
maintainance  of  those  relations  is  also  important  to  Japan  because 
Indonesia  is  located  on  her  major  logistical  supply  artery,  is  one  of 
her  most  important  markets. 

Congressional  interest  in  Indonesia  contains  both  positive  and 
negative  aspects.  On  the  positive  side  Indonesia  is  acknowledged  as 
a  regional  power  which  should  be  safeguarded  and  aided  for  the 
sake  of  stability  in  Southeast  Asia  which  is  consistent  with  U.S.  in- 
terests there.  Indonesia's  leadership  in  the  development  of  ASEAN 
is  also  beginning  to  be  granted  serious  attention  and  it  is  recogniz- 
ed that  her  leadership  in  Southeast  Asia  as  well  as  her  position  in 
OPEC,  the  World  Islamic  Conference,  the  Group  of  77  and  in  the 
United  Nations  can  aid  in  fostering  moderate  attitudes  and  ap- 
proaches towards  the  industrialized  or  developed  nations. 

On  the  negative  side  are  such  problems  as:  the  implement- 
ation of  basic  human  rights  in  connection  with  the  detainees  from 
the  Indonesian  Communist  Party,  foreign  debts  resulted  from  Per- 
tamina's  financial  difficulties  and  the  question  of  whether  taxes 
which  are  paid  by  foreign  oil  companies  working  on  production- 
sharing  arrangements  in  Indonesia  are  to  be  considered  as  taxes  or 
only  as  "royalties". 

During  the  past  two  years  the  House  Sub-Committee  on  Inter- 
national Organizations  under  the  chairmanship  of  Donald  M. 
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Fraser  (Democrat  from  Minnesota)  has  conducted  four  hearings  on 
the  question  of  human  rights  in  Indonesia  and  three  hearings  on 
East  Timor.  Although  no  charges  of  major  violations  of  human 
rights  have  resulted  because  the  Indonesian  government  has 
succeeded  in  providing  satisfactory  informadon  on  its  implement- 
ation of  those  rights,  this  remains  a  problem  which  can  disturb 
U.S. -Indonesian  relations  -  particularly  if  charges  of  such 
violations  should  be  made  by  the  executive  branch. 

Fortunately  the  Carter  Administradon  has  faith  in  the  good  in- 
tentions of  the  Indonesian  government  with  respect  to  those 
detainees  and  that  the  policies  which  affect  them  are  being  carried 
out  in  the  interests  of  Indonesia's  own  political  development.  In 
this  connecdon,  Mrs.  Patricia  Derian,  Assistant  Secretary  of  State 
for  Human  Rights  and  a  close  personal  friend  of  President  Carter, 
visited  Indonesia  and  several  other  Southeast  Asian  countries  in 
January  1978.  This  visit  was  important  in  convincing  the  executive 
of  Indonesia's  good  intentions  in  the  implementadon  of  basic 
human  rights  in  the  interests  of  Indonesia  herself. 

The  opportunity  which  was  granted  to  the  House  Sub- 
Committee  on  International  Organizarions  in  May  1977  to  visit 
East  Timor  was  also  important  in  convincing  that  body  of  Indo- 
nesia's intentions  to  develop  East  Timor  and  of  the  real  desire  of 
the  people  there  to  be  joined  with  Indonesia.  Similarly,  the  visit  of 
a  team  from  the  International  Red  Cross  to  the  places  of  detention 
of  those  involved  in  the  1965  coup  attempt  which  was  agreed  to  by 
the  Indonesian  government  should  also  aid  in  fostering  favorable 
public  opinion  in  the  West  and  in  relations  with  the  U.S.  Congress. 
Yet  another  step  toward  the  improvement  of  Indonesia's  image 
abroad  was  taken  when  representadves  of  the  foreign  mass  media 
were  given  the  opportunity  to  witness  the  release  of  10,000  of  the 
above  mentioned  detainees  in  December  1977. 

In  connection  with  the  Pertamina  debts  Indonesia  is  a  good  ex- 
ample of  a  developing  country  with  heavy  debts  which  could 
declare  its  ability  or  inability  to  repay  those  debts.  The  more 
general  problem  alluded  to  here  arose  in  the  Senate  Sub- 
Committee  on  Foreign  Economic  Policy  chaired  by  Senator  Frank 
Church  (Democrat  from  Idaho)  when  the  question  of  U.S.  par- 
ticipation in  the  Witteveen  Facilities  (IMF)  was  under  discussion. 
The  question  was  whether  the  U.S.  was  prepared  to  supply  part  of 
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the  US$  10  billion  which  was  requested  by  the  International 
Monetary  Fund  (IMF)  to  aid  the  poorest  countries  in  financing 
their  energy  needs. 

The  question  has  been  raised  in  the  House  Sub-Committee  on 
Commerce,  Consumer  and  Monetary  Affairs  under  the  chair- 
manship of  Benjamin  S.  Rosenthal  (Democrat  from  New  York)  as 
to  whether  the  large  role  of  the  international  oil  companies  has 
been  sufficiently  scrutinized.  Their  huge  size  makes  it  difficult  to 
monitor  their  operations  and  raises  suspicions  on  the  part  of  the 
American  public.  One  question  which  arises  is  whether  the 
payments  which  they  make  to  countries  like  Indonesia  under  the 
terms  of  production-sharing  agreements  constitute  taxes  which 
makes  them  eligible  for  tax-credits  in  the  U.S.  or  whether  those 
payments  are  to  be  considered  as  royalties  which  have  no  bearing 
on  their  payment  of  taxes  in  the  U.S.  In  the  end  it  was  concluded 
that  those  payments  do,  in  fact,  constitute  the  payment  of  taxes. 

A  related  problem  which  remains  unresolved  in  Congress  is 
related  to  such  questions  as  tax  deferrals  for  foreign  corporations 
which  operate  in  Asia.  If  new  regulations  become  effective  com- 
panies operating  in  Southeast  Asia  will  be  disadvantaged  as  their 
payments  of  taxes  can  not  be  postponed  until  their  profit  is 
transferred  to  the  U.S.  as  formerly  or  as  those  in  eifect  in  other 
places. 

The  failure  to  grant  Indonesia  coverage  under  the  General 
System  of  Preferences  (GSP)  was  based  on  Indonesia's  member- 
ship in  OPEC  without  consideration  of  her  non-participation  in 
the  embargo  against  the  U.S.  and  her  aid  in  supplying  oil  to 
Hawaii,  California  and  the  U.S.  East  Coast.  The  failure  to  include 
Indonesia  in  the  group  covered  by  GSP  results  in  Indonesia's  in- 
ability to  export  finished  products  to  the  U.S. 

One  further  problem  which  Indonesia  shares  with  most  other 
developing  countries  is  that  concerning  the  new  congressional 
thinking  on  the  granting  of  foreign  aid  primarily  for  the  fulfil- 
ment of  the  basic  needs  of  the  people  who  are  aided.  The  purpose 
of  this  aid  is  in  accordance  with  Indonesian  development  planning. 
There  remains  only  the  need  for  agreement  on  national  priorities 
to  be  aided  and  methods  of  oversight  because  the  projects  con- 
cerned are  far-reaching  and  will  affect  large  numbers  of  people. 
Other  than  that  Indonesia  also  still  needs  aid  for  several  large 
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projects  for  the  development  of  her  national  economy.  It  is 
questionable  whether  the  funds  for  such  projects  can  be  obtained 
exclusively  from  international  banks. 

With  respect  to  Indonesian  relations  with  the  U.S.  Congress 
the  picture  is  generally  quite  opdmistic.  Congressional  interest  in 
Indonesia  has  been  demonstrated,  although  it  must  be  admitted 
that  the  interest  is  secondary.  On  the  contrary,  Indonesia  wishes  to 
increase  that  interest  and  continues  to  work  in  that  direction  by 
means  which  are  both  appropriate  and  proportional.  It  should  be 
noted  that  Indonesia  has  no  desire  to  become  involved  in  activities 
such  as  those  which  led  up  to  the  Tong  Sun  Park  affair.  Indo- 
nesia's commitment  to  a  "free  and  active"  foreign  policy  stands  as 
a  guarantee  against  such  involvement.  Such  methods  include 
maintaining  contact  with  congressional  members,  committees  and 
sub-committees  whose  work  is  related  to  problems  concerning 
Southeast  Asia  in  general  and  Indonesia  in  particular  in  order  to 
exchange  information  and  opinions  on  the  problems  under  con- 
sideration. Such  efforts  would  be  even  more  effective  if  they  were 
to  be  conducted  in  coordination  with  other  ASEAN  members.  To 
this  end  it  is  proposed  that  a  team  of  representatives  from  ASEAN 
to  the  U.S.  be  formed  with  staff  and  financing  which  need  not  be  to 
large. 

VII.  CONCLUSIONS 

1.  In  addidon  to  the  executive  it  is  clear  that  Congress  is  a  force 
which  deserves  individual  attention  particularly  with  respect  to 
its  thinking  on  problems  related  to  Indonesian  interests  such  as 
foreign  aid,  GSP,  shifts  in  international  economic  relations, 
the  strategic  posidon  of  the  U.S.  in  the  Asia-Pacific  region  and 
U.S.  reladons  with  ASEAN.  This  becomes  even  more  important 
when  we  remember  that  Congress  is  not  always  in  agreement 
with  the  executive  because  of  the  pressures  exerted  by  public 
opinion,  particularly  that  of  congressional  constituents. 

2.  Because  Congress  is  closer  to  the  people,  it  is  more  responsive 
to  changes  in  public  opinion  and  quicker  to  adjust  its  position 
in  accordance,  but  it  must  also  occasionally  take  steps  to 
educate,  inform  and  convince  the  people  on  question  of  U.S. 
nadonal  interests  such  as  the  Panama  Canal  treaties. 
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3.  In  general  the  President  is  considered  as  a  national  leader  who 
should  be  capable  of  uniting  the  people  in  facing  important 
problems  in  time  of  crisis,  while  the  role  of  Congress  is  inclin- 
ed towards  balancing  and  overseeing  the  executive.  For  this 
reason  Congress  is  rarely  expected  to  take  the  initiative  with 
respect  to  important  matters. 

4.  Congress  almost  forms  a  second  government  because  of  its 
responsibility  to  check  all  executive  proposals.  These  actions 
are  carried  out  by  Congress  with  an  annual  budget  which 
reached  one  billion  dollars  in  1977  and  with  the  aid  of  such 
bodies  as  the  following: 

—  The  General  Accounting  Office  which  aids  in  checking 
financial  and  budgetary  matters. 

—  The  Library  of  Congress  with  its  Congressional  Research 
Service  which  conducts  bi-partisan  research  on  all 
necessary  subjects. 

—  The  Office  of  Technology  Assessment  which  aids  Congress 
by  checking  all  the  latest  developments  in  technical  fields 
such  as  alternative  energy  sources,  the  B-I  bomber,  the 
mobile  MX  missile,  etc. 

—  The  Congressional  Budget  Office  which  compiles  budget 
calculations  and  general  information  on  the  U.S.  economy. 

In  addition  Congress  also  employs  over  11,000  private  and 
committee  staff  members.  The  effective  operation  of  this  ap- 
paratus enhances  the  functioning  of  government  in  times  of 
crisis  such  as  Watergate,  while  its  weaknesses  create  obstacles 
because  all  matters  must  receive  congressional  approval. 

5.  Congress  is  manifesting  an  increasing  shift  to  the  right  as  may 
be  seen  in  voting  on  the  defense  budget  which  is  no  longer  be- 
ing cut  and  the  case  of  the  B-I  bomber  which  was  defeated  bv  a 
narrow  margin.  It  is  hoped  that  Indonesia  can  take  advantage 
of  this  environment  to  convince  the  U.S.  of  the  importance  of 
Asia  and  the  Pacific  for  the  latter's  defense.  This  is  important 
with  respect  to  maintaining  U.S.  presence  at  Subic  Bav  and 
Clark  Field  which  many  members  of  Congress  consider  of  im- 
portance only  to  the  Philippines.  Hopefully  the  payment  of 
compensation  which  is  much  needed  by  the  Philippines  will 
not  experience  difficulty  in  Congress.  It  is  also  hoped  that  the 
Tong  Sun  Park  scandal  will  not  be  allowed  to  blur  the  strategic 
importance  of  South  Korea  and  that  compensation  which  is 
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needed  in  the  wake  of  the  withdrawal  of  U.S.  ground  forces  will 
be  granted. 

Although  the  U.S.  no  longer  faces  problemsof  crisis  propor- 
tions in  the  Asia- Pacific  region,  hopefully  the  fact  that  tensions 
continue  to  exist  there  will  not  be  forgotten.  Among  the 
sources  of  tension  which  should  continue  to  attract  serious 
attention  are:  the  withdrawal  of  U.S.  ground  forces  from  Korea 
and  Japan's  reaction  to  that  withdrawal,  future  development  of 
the  Sino-Soviet  conflict,  the  resolution  of  the  Taiwan  problem 
after  the  U.S.  restores  relations  with  the  People's  Republic  of 
China,  the  possibility  of  a  widening  of  the  Vietnam- Cambodia 
conflict  and  the  resolution  of  problems  in  connecdon  with 
Senkaku,  Sprady  and  Paracel  islands.  In  the  meantime  it 
should  not  be  forgotten  that  the  Soviet  Union  continues  to  in- 
crease its  strength  in  the  Asia- Pacific  region. 

6.  It  is  clear  that  in  Indonesian  or  ASEAN  efforts  to  regulate  their 
reladons  with  the  U.S.  Congress  may  not  be  ignored.  This  is 
particularly  true  now  when  congressional  involvement  in  a 
number  of  matters  has  started  from  the  beginning  a  problem 
emerged  at  the  administration.  What  is  needed  is  a  special 
member  of  the  Embassy  Staff  to  attend  to  problems  which 
emerge  in  Congress  and  who  can  maintain  good  relations 
there  aimed  at  clarifying  matters  of  importance  to  relations 
between  Indonesia  and  the  U.S.  or  between  the  latter  and 
ASEAN.  This  task  should  receive  the  same  consideration  as 
that  of  maintaining  relations  with  the  American  executive. 
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The  long-range  economic  development  of  West  Sumatra  is  not 
only  determined  by  natural  resources  and  regional  development 
policy  but  also,  by  the  national  economic  development.  However, 
the  national  economic  development  itself  is  very  much  influenced 
by  the  global  economic  development.  Therefore,  on  account  of 
these  intricacies  it  is  very  difficult  to  estimate  a  long-range 
economic  perspective  of  West  Sumatra. 

Nonetheless,  the  attempt  here  is  to  put  fonvard  a  rudimentary 
picture  of  the  long-range  perspective  of  the  economy  of  West 
Sumatra  up  to  the  year  2000.  This  is  done  by  taking  into  account 
the  economic  development  of  Indonesia  and  the  possibilit)'  of 
processing  natural  resources  in  West  Sumatra. 

THE  ECONOMIC  DEVELOPMENT  OF  WEST  SUMATRA  IN 
1966-1976 

During  the  period  of  1966-1976,  the  economic  growth  of  West 
Sumatra  is  estimated  to  be  approximately  7,696  per  vear.  The 
growth  rate  increased  rapidly  during  the  period  of  1969-1976. 
During  that  period,  the  growth  rate  reached  7,996  while  prior  to 
that  (1966-1969)  it  stood  at  6,996  per  year.  This  means  that  the  eco- 
nomic growth  rate  of  West  Sumatra  exceeded  that  of  Indonesia. 


"  The  Regional  Ecoiioniic  Rwarcli  Institute,  Faculty  of  Economic,  Aiidalas  Universi- 
ty, Padang.  Woi  kiiig  paper  of  the  Seminar  on  the  Long-range  Ernnoinic  Perspective  of 
Indonesia:  Development  Prospect  in  Sumatra,  Bukittinggi,  JanuaiT  18  and  19,  1978. 

I  In  fact  it  is  rather  dilTiciili  to  compare  economic  growth  rate  of  West  Sumatra  and  In- 
donesia during  the  period  of  1966-1976  or  during  the  period  of  1969-1976.  This  is  due 
tlie  revisions  made  on  the  estimate  of  the  national  revenues.  The  most  recent  calcula- 


80 


THE  LONG-RANGE  ECONOMIC  PERSPECTIVE  OF  WEST  SUMATRA 

However,  the  per  capita  income  of  the  population  of  West 
Sumatra  is  still  lower  than  the  average  national  income  per  capita. 
In  1976,  the  per  capita  income  of  the  Indonesian  population 
reached  the  total  of  Rp  61.004,-  in  comparison  with  that  of  West 
Sumatra,  which  still  reached  the  amount  of  Rp  56.382,-  (see  Table 
1).  This  means  that  the  per  capita  income  of  West  Sumatra  stood  at 
9196  of  that  of  Indonesia.  The  disparity  of  the  per  capita  income  of 
these  two  economic  regions  diminished  unlike  the  previous  years. 
In  1971  the  per  capita  income  level  was  only  83%  of  the  national 
per  capita  income. 

The  Contribution  of  the  regional  gross  domestic  product  to  the 
national  gross  domestic  product  was  approximately  2%  in  1976. 
This  corresponds  with  the  ratio  of  the  number  of  people  in  West 
Sumatra  and  Indonesia. 


TABLE  I 


THE   PER  CAPITA  INCOME 

DEVELOPMENT 

OF  INDONESIA  AND  WEST 

SUMATRA  IN  I97I-I976 

(Constant  Price  of  1973  -  in  Rp) 

In 

Indonesia 

West  Sumatra 

1971 

46.673 

40.144 

1972 

49.895 

42.740 

1973 

54.201 

46.293 

1974 

56.967 

49.817 

1975 

58.429 

53.006 

1976 

61.004 

56.382" 

"  Estimated 


Source:  Indonesia  —  quoted  from  Biro  Pusat  Statistik  (Central  Bureau  of  Statistics)  Tabel-ta- 
bel  Pokok  Pendapatan  Nasional  Indonesia  197 1-1976  (the  main  Tables  of  the  Indonesian  Natio- 
nal Income  of  197  1-1976),  Jakarta.  Data  on  West  Sumatra  is  obtained  from  Lem.baga  Pene- 
litian  Ekonoini  Regional  (Regional  Economics  Research  Institute),  Faculty  of  Economics, 
Andalas  University,  Padang  (unpublished). 

Between  197  1  and  1976  the  growth  rate  of  the  agricultural  sec- 
tor stood  at  3,8%  while  the  industrial  sector  managed  to  reach  7%. 
The  sector  of  construction  work,  and  trade  increased  respectively 
to  45%,  1 1%  and  13%  annually. 


tion  of  the  Indonesian  national  revenues  includes  only  the  period  of  197  1-1976  while 
the  other  estimations  of  the  previous  years  have  not  been  revised  yet.  Comparison  is 
only  feasible  during  the  [)eriod  of  1971-1976.  During  (hat  period  the  growth  rate  of 
West  Sumatra  and  Indonesia  arc  respectively  9,1%  and  8,0%  per  year. 
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Aside  from  the  progress  made  in  almost  all  sectors,  the  sub- 
sector  production  of  the  small  holder  farmers  decreased  to  0,6% 
whereas  the  fishery  declined  to  0,696. 

During  the  last  decade  there  seems  to  be  a  shift  in  the  economic 
structure  of  West  Sumatra  from  the  agricultural  to  the  industrial 
sector.  In  1966  the  contribution  of  the  agricultural  sector  to  the 
regional  GDP  amounted  to  almost  5896,  while  the  industrial  sector 
stood  at  less  than  496.  Ten  years  later  —  1976  —  the  agricultural  sec- 
tor declined  to  4296,  and  the  industrial  sector  increased  to  696. 

THE  PROJECTION  OF  THE  REGIONAL  GROSS  DOMESTIC 
PRODUCT  IN  1976-2000 

There  are  four  ways  to  approach  the  regional  gross  domestic 
product.  Firstly,  by  relating  the  regional  GDP  to  the  national  GDP 
of  Indonesia;  secondly,  by  allocating  the  projection  of  the  national 
GDP  towards  the  regions,  using  various  allocators;  thirdly,  by  ex- 
ploring natural  resources  in  the  regions,  projecting  each  sector 
after  having  studied  several  possibilities  that  may  happen  in  the 
future;  and  fourthly,  by  using  diverse  macro  economic  com- 
ponents such  as  consumption,  investments,  export  and  import  of  a 
certain  region,  the  feasibility  of  the  regional  GDP  growth  in  the 
future  can  be  estimated. 

In  projecting  the  regional  GDP  of  West  Sumatra,  the  first  ap- 
proach has  been  used.  The  results  of  the  estimates  obtained  by  us- 
ing this  method  is  compared  with  the  natural  resources  potentials 
of  West  Sumatra.  Although  explorations  on  natural  resources 
potentials  are  not  done  intensively,  it  can  be  used  to  make  correc- 
tions or  adjustments  on  the  projection  results.  The  Economic  and 
Social  Research  Institute,  Faculty  of  Economics,  Universit)'  of 
Indonesia  estimates  the  total  national  GDP  of  Indonesia  in  1985  at 
an  amount  of  Rp  15.596  billion  and  in  the  year  2000  it  will  become 
Rp  46.765.  Furthermore,  the  number  of  the  Indonesian  popu- 
lation in  1985  and  2000  is  estimated  to  reach  respectively  165  and 
232  million  people.  This  means  that  the  national  income  per  ca- 
pita will  be  Rp  94.230  by  1984  and  in  the  year  2000  it  is  expected  to 
become  Rp  201. 580. ^  (See  Table  2) 

2  This  projection  is  ilic  medium  projection  akcn  froin  tiic  estimate  result  oi  the  Lcmbaga 
Penyelicliitan  Ei^onomi  dan  lVlasyarai(.at,  of  the  Facully  of  Economics,  University  of  In- 
donesia, Jaiiarta. 
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TABLE  2   


GROSS   DOMESTIC    PRODUCT   DEVELOPMENT,   POPULATION,   AND  PER 
CAPITA  INCOME  IN  INDONESIA  AND  WEST  SUMATRA  IN  1971-2000 
(Constant  Price  of"  1973)   


1  y  /  1 

/9i¥5 

2000 

INUUNtilA 

GDP(Rp  Billion) 

5.599,7 

7.630,8 

15.596 

46.765 

Population  COOO) 

118.809 

130.585 

165.503 

231.992 

Per  Capita  GDP(Rp) 

47.130 

58.440 

94.230 

201.580 

WEST  SUMATRA 

Regional  GDP  (Rp  Billion) 

1 12,1 

159,5 

337 

955 

Population  COOO) 

2.793 

3.010 

3.634 

4.469 

Per  Capita  GDP  (Rp) 

40.144 

53.006 

92.785 

213.704 

"  Medium  projection 

Source:  The  Projection  on  Indonesia  is  quoted  from  Lembaga  Penyelidikan  Ekonomi  dan 
Masyarakat,  Faculty  of  Economics,  University  of  Indonesia,  Jakarta. 


During  the  period  of  1975-1985  the  economic  growth  rate  of 
Indonesia  is  estimated  to  reach  7,4%  and  to  become  7,696  annually 
between  1985  and  2000.  The  growth  rate  towards  the  eve  of  2000  is 
estimated  to  be  lower  than  that  between  1971  and  1975.  By  for- 
ming an  equation  of  the  regression  between  the  per  capita  income 
of  West  Sumatra  and  that  of  Indonesia  —  based  on  the  data  of 
Table  1  —  the  development  of  the  per  capita  income  of  West  Suma- 
tra can  be  estimated  through  the  projection  of  Lembaga  Penye- 
lidikan Ekonomi  dan  Masyarakat,  the  Faculty  of  Economics  of  the 
University  of  Indonesia.*  (This  estimate  can  be  noted  on  Table  1). 

The  number  of  the  regional  GDP  of  West  Sumatra  in  1985  is 
esdmated  to  reach  Rp  337  billion  and  will  reach  Rp  955  billion  by 
the  year  2000.  The  population  of  West  Sumatra  is  estimated  to  in- 
crease by  1,996  annually  in  the  year  2000  as  it  was  the  case  during 
the  period  of  1961-1971.  This  means  that  in  1985  the  population 
of  West  Sumatra  will  have  reached  the  number  of  3,6  million  and 
in  2000  it  is  estimated  to  become  4,5  million. 

Consequendy  the  per  capita  income  in  1985  and  2000  will  be 
respectively  Rp  92.785  and  Rp  213.704.  This  means  to  say  that  in 
1985  the  per  capita  income  of  West  Sumatra  will  sdll  be  below  the 
per  capita  income  of  Indonesia,  although  the  disparity  between  the 
two  incomes  will  have  narrowed.  Around  the  year  1988  the  level  of 


3    For  more  detailed  information  sec  Appendix  1. 
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the  per  capita  income  in  West  Sumatra  will  have  exceeded  that  of 
the  per  capita  income  of  Indonesia.  In  2000,  the  per  capita  income 
of  West  Sumatra  will  even  be  696  higher  than  that  of  Indonesia. 

In  the  period  of  1975-1985  the  economic  growth  rate  of  West 
Sumatra  is  estimated  to  reach  7,896  and  during  the  period  of  1985- 
2000  it  will  be  approximately  7,296.  Thus  up  to  1985  the  economic 
growth  rate  of  West  Sumatra  will  still  be  higher  than  Indonesia's 
and  only  in  1985-2000  this  growth  rate  will  be  lower.  Conversely, 
the  growth  rate  estimate  of  West  Sumatra  till  2000  will  be  lower 
than  that  between  1971  and  1976. 

The  development  of  the  agricultural  sector  —  which  is  a 
dominating  sector  in  West  Sumatra  and  Indonesia  —  reveals  more 
or  less  the  same  picture.  Between  1975  and  1985,  the  growth  rate  of 
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the  agricultural  sector  of  West  Sumatra  is  estimated  to  reach  4,896 
and  5,196  during  the  period  of  1985-2000.  Thus  the  growth  rate  of 
the  agricultural  sector  is  much  higher  than  the  growth  rate  during 
the  period  of  1971-1976  which  has  only  reached  3,896  per  year. 

The  projecdon  of  the  growth  rate  of  the  agricultural  sector  of 
Indonesia  during  the  periods  of  1975-1985  and  1985-2000  does 
not  differ  much  from  that  of  West  Sumatra.  During  those  periods 
the  growth  rate  of  the  agricultural  sector  of  Indonesia  is  estimated 
to  be  approximately  4,696  or  596, 

At  the  same  time  the  growth  rate  of  the  industrial  sector  of 
West  Sumatra  is  estimated  to  reach  6,596  within  the  period  of  1975- 
1985  and  8,596  within  the  period  of  1985-2000.  This  estimate  is 
higher  than  the  growth  rate  during  the  period  of  1971-1976  which 
has  only  reached  4,796  per  year.  The  growth  rate  of  this  sector  in 
West  Sumatra,  however,  is  much  lower  than  Indonesia's  and  is  es- 
timated at  respectively  1  1,496  and  10,496  during  the  periods  of 
1975-1985  and  1985-2000. 


THE  NATURAL  RESOURCES  POTENTIALS  OF  WEST 
SUMATRA* 

The  rough  estimate,  calculating  the  equation  of  the  regression 
of  the  per  capita  income  of  West  Sumatra  and  that  of  Indonesia, 
should  be  studied  more  profoundly  through  scrutinizing  natural 
resource  potentials  in  West  Sumatra. 

The  problem  now  is  whether  the  economic  growth  in  West 
Sumatra  will  be  able  to  become  7,896  during  the  period  of  1975- 
1985  and  7,296  during  the  period  of  1985-2000  if  the  economic 
growth  rate  of  Indonesia  becomes  respectively  7,496  and  7,696  per 
year. 

One  of  the  main  characterisdcs  of  the  economic  structure  of 
West  Sumatra  is  the  economy  based  on  small  scale  enterprise. 
Although  the  agricultural  sector  plays  a  significant  role  in  the 
economic  structure  of  West  Sumatra,  its  productivity  level  is  much 


4  Sec  Hf'iidra  Esmara,  The  Economic  Development  of  West  Sumatra;  Collected  Papers. 
Iiisiitiitc  Tor  Regional  Economic  Research,  DepartmenI  of  Economics,  Andalas  Univer- 
sity, Padarig,  1974. 
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lower  than  that  of  the  other  sectors.  In  1971  the  productivity  per 
labour  unit  in  the  agricultural  sector  reached  Rp  38.057,—  while 
the  industrial,  trade  and  transportadon  sectors  stood  at  re- 
spectively Rp  87.194,-,  Rp  138.942,-  and  Rp  232.613,-. 

The  low  productivity  level  of  the  agricultural  sector  is  a  reflec- 
tion of  the  achievements  in  the  agricultural  sector  of  smallholders 
in  rural  areas.  These  efforts  are  still  being  carried  out  through  "in- 
formal" undertakings  in  comparison  to  the  more  "formal"  means 
of  modern  companies.  In  other  words,  these  "informal"  under- 
takings are  still  being  carried  out  in  the  traditional  way  of  using 
simple  equipments,  which  constitute  small  units. 

The  level  of  these  traditional  undertakings  can  be  measured  by 
using  the  labour  force  index  in  the  informal  sector.  This  index 
reveals  the  ratio  between  the  number  of  the  labour  force  in  the  in- 
formal sector  (entrepreneurs  with  or  without  labour  and  family 
workers)  and  the  number  of  labour  force  in  the  formal  sector.  The 
higher  number  this  index  reveals,  the  greater  will  be  the  role  of  the 
informal  sector  in  the  development  of  those  sectors. 

Table  3  reveals  the  index  of  the  labour  force  in  the  informal 
sector  in  West  Sumatra  in  1971. 

TABLE  3 


THE  INDEX  OF  LABOUR  FORCE  IN  THE  INFORMAL  SECTOR  IN  WEST 
SUMATRA  IN  1971 


Sector 

Urban 
Areas 

Rural 
Areas 

Urban  dan  Rural 
areas 

Agriculture 

471 

970 

934 

Mining 

8 

0 

4 

Industry 

57 

353 

248 

Elcctriritv,  Gas  and 

Drink  Water 

0 

0 

0 

Building 

31 

82 

69 

Trade 

3,50 

1.621 

811 

Transportation 

22 

43 

34 

Bank  and  Financial 

I  nstiluiions 

13 

1 16 

17 

Sen'ices 

16 

29 

23 

Others 

79 

271 

214 

West  Sumatra 

S6 

•ill 

J76 

Indonesia 

63 

2-I-I 

197 

Jatin-Madura 

s  ? 

ISI 

140 

Outside  Jaiia 

■IS? 

Source:  Central  Statistical  Bineau,  Populalinn  of  West  Sumatra:  Population  censtis  of  1971. 
Jakarta,  March  1974 
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Table  3  clearly  reveals  the  fact  that  there  are  more  workers  in 
the  informal  sector  than  in  urban  areas.  From  every  100  people 
working  in  the  formal  sector  of  the  rural  areas  there  are  51 1  work- 
ing in  the  informal  sector  while  86  are  in  the  urban  areas. 

By  and  large  the  labour  force  index  in  the  agricultural  sector 
(1934)  is  greater  than  the  other  sectors.  Nevertheless,  in  the  rural 
areas,  the  labour  force  index  of  the  trade  sector  seems  to  be  greater 
than  that  of  the  other  sectors. 

The  informal  sector  in  West  Sumatra  seems  to  play  a  greater 
role  than  that  of  Indonesia  or  Java-Madura  and  outside  Java.  The 
higher  this  informal  index  stands  the  more  difficult  it  will  be  to 
reach  a  significant  economic  growth. 

As  regards  the  agricultural  sector,  the  growth  rate  of  the  sub- 
sector  of  staple  food  is  estimated  to  reach  not  higher  than  3%  per 
year.  During  the  period  of  1969-1976  this  sub-sector  developed  by 
3.5%  per  year.  The  sub-sector  of  the  smallholders  during  the 
period  of  1969-1976  showed  a  tendency  to  decline  by  0.696  per 
year.  Rubber  products  of  smallholders  have  declined  from  25.375 
to  15.000  tons  since  1970  up  to  1976.  Whereas  the  rubber,  which  is 
processed  and  exported  through  the  port  of  Teluk  Bayur,  increas- 
ed from  25.498  tons  in  1971  to  36.769  tons  in  1976.  This  is  due  to 
the  flow  of  rubber  products  from  the  regions  of  Jambi  and  Riau  to 
West  Sumatra.  Consequently  it  was  estimated  that  4496  of  the  ex- 
port of  West  Sumatra  —  valued  at  US$  57  million  in  1976  —  came 
from  those  regions.  During  the  previous  years,  the  export  value  of 
West  Sumatra  managed  to  reach  only  US$  38  million  (in  1974), 
whereas  prior  to  that  it  had  only  reached  an  average  of  US$  14 
million.  Even  the  export  value  of  West  Sumatra,  which  is  estimated 
at  approximately  US$  123  million  by  1985,  at  about  3096  of  the 
products  originate  from  regions  outside  West  Sumatra.^ 

Simultaneously  rejuvenation/intensification  of  rubber  plants  is 
being  performed  in  Abai  Siat,  the  Regency  of  Sawah- 
lunto/Sijunjung,  using  the  'nucleus  estate'  system  on  an  area  of 
10.000  hectares.  Up  to  present  only  an  area  of  2.500  hectares  has 
been  rejuvenated.  The  Abai  Siat  project  —  which  receives  aid  from 


5  According  lo  data  of  "Bank  Indonesia"  in  Padang  (West  Sumatra),  up  to  November 
1977  ihc  export  value  of  West  Sumatra  has  reached  US$  90  milhon.  Within  the  same 
period  it  only  reached  US$  53  million  in  1976. 
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West  Germany  —  will  become  a  'pilot  project'  as  an  effort  to 
promote  the  quality  of  smallholders'  rubber  in  West  Sumatra. 

Estates  are  estimated  to  have  greater  potential  for  develop- 
ment in  the  future.  Up  to  today,  around  30  estates  in  West  Sumatra 
are  still  neglected.  However,  efforts  are  still  being  made  to  revive 
the  neglected  estates.  So,  it  is  expected  that  most  of  the  estates  will 
be  productive  again  by  the  end  of  the  year  2000,  notwithstanding 
the  fact  that  the  growth  rate  of  the  yield  from  the  estates  is  es- 
timated not  more  than  596  by  the  eve  of  2000. 

As  it  is  the  case  with  the  estates,  large  scale  animal  husbandry 
will  have  good  prospects  in  the  future.  Smallscale  livestock 
husbandry  such  as  cows  and  buffalos  have  been  for  decades  reared 
in  the  South  Coast  regency  and  other  regencies.  In  the  last  few 
years  the  smallholders  have  begun  chicken  husbandry.  The  central 
animal  husbandry  station  of  Padang  Mengatas  has  become  the 
main  centre  of  livestock  breeding  in  West  Sumatra.  Between  1969 
and  1976  the  growth  rate  of  the  sub-sector  of  animal  husbandry' 
reached  more  than  1 196  per  year.  It  is  estimated  that  this  growth 
rate  can  be  improved  in  the  coming  years. 

It  is  not  very  likely  that  the  fishing  industry  is  able  to  contri- 
bute much  to  the  economic  growth  rate  in  the  years  to  come.  The 
subsector  of  fishery  has  even  shown  a  declining  trend  since  1969  up 
to  1976.  Fishery  potential  of  the  Indonesian  waters  within  the  re- 
gions of  West  Sumatra  is  not  very  significant. 

The  sub-sector  of  forestry  shows  a  rapid  increase  during  the 
period  of  1971-1975.  This  is  due  to  the  increase  of  log  production 
(for  export).  In  1971  the  total  export  of  logs  amounted  to  74.892 
tons  and  5  years  later  it  was  able  to  increase  to  329.810  tons.  But 
this  production  increase  will  come  to  an  end  in  the  long  run.  The 
felling  of  trees  in  West  Sumatra  is  limited  to  the  regions  of  the 
Mentawai  islands  while  it  cannot  be  intensively  done  on  the 
mainland.  The  mountainous  regions  of  West  Sumatra  do  not 
provide  ideal  sites  for  the  felling  of  trees.  According  to  a  pro- 
visional estimate  the  growth  rate  of  production  of  logs  is  bound  to 
decline  after  1985. 

Judging  fiom  the  potentials  of  natural  resources  in  the  agri- 
cultural sector,  wc  may  arrive  at  the  conclusion  that  the  projection 
of  its  growth  rate  will  not  be  more  than  496,  except  when  more  land 
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can  be  cultivated  in  the  northern  and  southern  part  of  West 
Sumatra.  Thei-e  are  still  237.980  hectares  of  land  waiting  to  be 
cultivated  in  the  future.  The  cultivation  of  land  in  the  area  of 
Sitiung  in  the  regency  of  Sawahlunto/Sijunjung,  in  the  framework 
of  the  national  transmigration  program,  is  an  important  step  to- 
wards the  utilization  of  natural  resources  potentials  in  West 
Sumatra. 

The  development  program  in  the  industrial  sector  has  been  im- 
pletnented  since  these  last  few  years,  such  as  the  construction  of 
hvdro-electric  generating  plants  in  Batang  Agam  (10  MW)  and 
there  has  been  continuous  efforts  to  make  improvements  and  to 
add  diesel  engines  of  PLN  (State  Electric  Enterprises).  Meanwhile 
the  hvdro-electric  generating  plant  in  Maninjau  which  has  a  capa- 
citv  of  68  MW  is  still  under  construction  and  is  expected  to  be 
productive  by  1982.  Most  of  the  electricity  power  will  be  used  for 
the  expansion  of  the  Cement  factory  of  Padang  in  Indarung.  Con- 
sequently, the  projection  of  the  industrial  growth  after  1985  is 
most  likely  to  exceed  the  estimated  8,5%. 

At  the  same  dme  a  feasibility  study  to  set  up  sugar,  palm  oil, 
tapioca  and  other  industrial  factories  is  being  made.  Since  1976, 
arrangements  have  been  made  to  establish  a  textile  factory  with  a 
capacity  of  9  million  yards  per  year  in  Padang.  But  the  fact  remains 
that  several  textile  factories  were  forced  to  close  down  during  the 
past  few  years. 

Furthermore,  in  the  development  of  the  industrial  sector.  West 
Sumatra  cannot  expect  to  get  the  basic  materials  from  its  regions 
only.  Since  these  last  few  years,  the  'Hinterland'  of  West  Sumatra 
has  gone  beyond  the  existing  administrative  boundary.  This  is  due 
to  the  infra-structure  in  the  form  of  big  roads  running  from  West 
Sumatra  to  the  neighbouring  regions.  The  increase  of  export  value 
during  these  last  3  years  is  an  achievement  made  by  West  Sumatra 
on  account  of  the  improved  infra-structure. 

This  means  that  'service'  in  its  broadest  sense  will  also  play  a 
decisive  role  in  the  development  of  West  Sumatra  in  the  future. 
The  determination  of  sites  for  industry  and  other  undertakings 
should  result  in  surpassing  the  other  regions  in  West  Sumatra 
despite  their  facilities.  In  the  national  level,  many  alternadves  are 
possible  for  developing  the  industrial  sector. 
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For  this  reason,  resource  industries  except  for  coal  and  cement, 
are  vei7  difficult  to  develop  in  West  Sumatra.  The  Padang  Cement 
Factory  in  Indarung  which  was  established  in  1913,  is  growing 
rapidly  now.  In  1967  the  production  stood  at  77.030  ton  and  in 
1976  it  increased  to  308.116  ton.  It  is  esdmated  that  the  production 
level  will  reach  2  million  tons  in  1982  and  will  be  on  the  increase 
till  the  eve  of  2000. 

In  the  effort  to  explore  mining  potentials  in  West  Sumatra, 
Riotinto  Betleh  em  Indonesia  has  made  a  survey  which  lasted  2 
years.  From  the  survey  results  it  was  discovered  impossible  to  mine 
on  a  large  scale  since  the  quantity  of  the  various  deposits  are  in- 
adequate for  economic  exploitation;  except  for  coal  deposits  near 
the  border  regions  of  Jambi.  Another  alternative  is  the  processing 
of  the  minerals  through  labour  intensive. 

Up  to  present  PN  Tambang  Batubara  Ombilin  is  the  sole  min- 
ing company  in  West  Sumatra.  Difficulties  in  marketing  the 
minerals  hinder  production  increase  except  when  the  price  of  oil 
continues  to  rise.  As  a  consequence,  the  150  million  tons  of  coal 
deposits  discovered  in  the  border  regions  between  West  Sumatra 
and  Jambi  have  not  yet  been  exploited. 

Based  on  these  various  factors,  it  is  estimated  that  the  economic 
growth  of  West  Sumatra  after  1985  will  not  exceed  7%  per  year. 

ECONOMIC  GROWTH  AND  DISTRIBUTION  OF  INCOME 

Based  on  an  economic  structure  which  is  oriented  towards 
agricultural  products  of  smallholders,  the  pattern  of  distribution 
income  in  West  Sumatra  is  considerably  moderate.  It  was  es- 
timated that  the  4096  poor  population  of  Padang  received 
22,45%  of  the  total  income  in  1971.  Although  there  has  not  yet 
been  any  adaequate  data  of  whole  West  Sumatra,  one  can  draw  the 
conclusion  from  this  indicator  that  the  distribution  of  income 
pattern  in  West  Sumatra  is  very  much  better  than  that  of  North 
Sumatra,  South  Sumatra  or  of  Indonesia  as  a  whole. 

In  spite  of  the  fact  that  the  economic  growth  level  is  considered 
to  be  high,  the  supporting  sectors  make  up  only  a  few  in  number. 
Consequently,  moderate  income  distribution  pattern  at  a  low  per 
capita  income  level  has  brought  about  difficulties  in  obtaining 
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sources  of  income  for  the  implementation  of  regional  develop- 
ment. Up  to  now  it  is  estimated  that  9096  of  the  financial  sources  to 
cover  the  cost  of  regional  development  have  come  from  regions 
outside  West  Sumatra. 

Looking  at  the  patterns  of  other  countries,  it  is  expected  that 
efforts  in  boosting  up  the  regional  economic  growth  will  bring 
about  inequalities  in  the  income  distribution  patterns.  None- 
theless, this  income  distribution  inequality  will  not  reach  the 
category  of  high  inequality  and  most  likely  it  will  not  even  reach 
the  moderate  inequality  level.  This  means  that  the  income  of  the  40 
per  cent  poor  population  of  West  Sumatra  will  not  be  less  than 
17%. 


CONCLUSION 

The  economic  growth  of  West  Sumatra  has  reached  7,696  per 
year  for  the  last  decade.  This  means  that  the  economic  growth  of 
West  Sumatra  stands  at  a  higher  level  than  that  of  Indonesia. 
On  the  other  hand,  the  per  capita  income  level  only  reached 
Rp  56.382,—  in  1976  or  approximately  9196  of  the  national  per  ca- 
pita income  level. 

It  is  estimated  that  between  1975  and  1985  the  economic 
growth  rate  of  West  Sumatra  will  reach  7,896  per  year,  while  it  is 
not  very  likely  that  during  the  period  of  1985-2000  the  project- 
ed 7,296  can  be  achieved  since  natural  resources  in  this  region  are 
limited. 

The  per  capita  income  level  of  West  Sumatra  is  estimated  to 
surpass  that  of  Indonesia  in  1988.  It  is  esdmated  that  the  per  capita 
income  level  of  West  Sumatra  will  have  reached  Rp  213.704,— 
while  that  of  Indonesia  will  have  reached  Rp  201.580,—. 

The  income  distribution  pattern  of  West  Sumatra  is  at  a 
moderate  level.  In  spite  of  the  ever- increasing  trend  of  the  income 
inequality  in  the  future,  it  is  estimated  that  the  4096  poor  will  get 
more  than  1  796  of  the  total  income. 
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APPENDIX  1 


THE  PROJECTION  METHOD  OF  THE  REGIONAL  GROSS  DOMESTIC  PRODUCT 
OF  WEST  SUMATRA  IN  1975-2000 

The  long-range  economic  perspective  oFWest  Sumatra  is  calculated  by  using  the  projec- 
tion of  diverse  variables  of  the  regional  GDP  during  the  period  between  1975  and  2000. 
Then,  (his  period  is  divided  into  2  stages,  that  is,  the  periods  of  1975-1985  and  1985-2000. 
This  is  in  accordance  with  the  stages  put  forivard  by  the  "Lembaga  Penyelidikan  Ekonomi 
dan  Masyarakat"  of  the  Faculty  of  Economics  of  the  University  of  Indonesia,  Jakarta. 


THE  PROJECTION  METHOD 

These  regressional  equations  of  3  kinds  of  variables  of  West  Sumatra  and  Indonesia  as  a 
whole,  are  based  on  the  assumption  that  the  growth  development  pattern  of  the  two 
economic  regions  are  similar.  Firstly,  the  per  capita  income.  Secondly,  the  added  value  of 
the  agricultural  sector.  Thirdly,  the  added  value  of  the  industrial  sector. 

The  equations  are  as  follows: 

V  =  a-i-bR(  (1) 
V|,i  =3, -I- b,  Vpi  (2) 
Vii  =a2  +  bj'Vii  (3) 

whereas: 

Vi  =  per  capita  national  GDP  in  the  year  t 
Ri    =  per  capita  regional  GDP  in  the  year  t 

Vpt  =  added  value  of  the  national  agricultural  sector  in  the  year  t 
V|)i  =  added  value  of  the  regional  agricultural  sector  in  the  year  t 
Vii  =  added  value  of  the  national  industrial  sector  in  the  year  t 
Vii  =  added  value  of  the  regional  industrial  sector  in  the  year  t 

a,  a,,  aj  are  the  constants 

b,  b|,  bj  are  the  coefficients  of  the  regressional  equation 
DATA 

Data  used  for  the  projection  the  national  GDP  up  to  the  year  2000  and  the  projection  of 
the  regional  GDP  for  1966-1976  are  obtained  respectively  from  "Lembaga  Penyelidikan 
Ekonomi  dan  Masyarakat",  of  the  Faculty  of  Economics  of  the  University  of  Indonesia, 
Jakarta  and  "Lembaga  Penelitian  Ekonomi  Regional"  of  the  Faculty  of  Economics  of  An- 
dalas  University,  Padang. 

CALCULATION  RESULTS 

The  calculations  results  of  the  regressional  equation  (I),  (2)  and  (3)  are  as  follows: 

Per  capita  income 

V  =  -  13.336  +  1,1264  R,  (4) 
R2  =  0,9729 
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Added  Value  of  the  Agricultural  Sector 

Vp.  =- 1,3889  +  0,0273  Vp.  (5) 
=  0,7385 

Added  Value  of  the  Industrial  Sector 

Vi,  =4, 1325  +  0,0043  Vi<  (6) 
R-  =  0,7882 

EVALUATION  OF  THE  CALCULATION  RESULTS 

The  reliabiliry  of  this  calculation  depends  very  much  on  the  quality  of  the  available  data. 
The  flaw  of  the  data  lies  in  the  calculation  method  of  the  national  and  the  regional  income 
itself.  The  results  of  the  regional  income  calculation  of  West  Sumatra  can  be  considered 
"reliable"  in  the  estimate  of  the  per  capita  gross  domestic  product  but  the  growth  rate  dur- 
ing the  period  of  197  1-1976  was  over-estimated. 

However,  the  calculation  results  of  the  regressional  equation  (3),  (4),  and  (5)  clearly  show 
the  coefficient  of  considerably  high  correlation  particularly  in  the  estimate  of  the  per  capita 
income.  So  that  roughly  this  equation  can  be  used  as  the  foundation/basis  of  the  economic 
projection  of  West  Sumatra  for  the  year  2000. 
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KARTINI,  A  MODERN  WOMAN,  AND 
YET  A  CHILD  OF  HER  TIME 


Haryati  SOEBADIO 


Kartini  was  born  in  1879  in  Jepara,  a  small  town  in  the  North 
of  Central  Java.  Her  father  was  the  local  Bupati,  the  highest  official 
in  native  administration  under  Dutch  colonial  rule,  outside  the 
acknowledged  princedoms.  She  died  in  1904  at  the  age  of  25  after 
the  birth  of  her  first  child  as  the  wife  of  the  Bupati  of  Rembang, 
another  small  town  in  the  same  area,  the  North  of  Central  Java. 
This  short  life,  as  comprised  in  these  well  known  data,  seems  to 
have  been  nothing  if  not  thoroughly  conventional.  A  Bupati's 
daughter  married  to  another  Bupati  would  be  the  most  con- 
ventional dream  of  any  Javanese  woman  at  the  time!  In  this  respect 
Kartini's  life  was  indeed  nothing  out  of  the  ordinary.  Despite  the 
lofty  ideals  she  cherished  of  developing  the  Javanese  woman  dur- 
ing her  short  life,  she  may  well  have  been  quite  easily  forgotten,  if 
she  had  not  had  the  habit  of  writing  long  and  confidential  letters  to 
her  friends  in  Holland.  Indeed,  Kartini  not  only  displayed  a  real 
state  for  letter  writing  —  the  only  way  of  long  distance  communica- 
tion anyway  at  the  time  —  but  she  also  had  a  definite  talent  for 
writing  well.  Her  letters  are  informative  and  interesting,  as  well  as 
charming  and  easily  read. 

Since  the  first  publication  of  106  of  these  letters  by  the  Dutch 
official,  J. H.  Abendanon,  in  1911,  the  famous  book  Door  Dwwfernw 
tot  Licht,  five  editions  have  seen  the  light  in  Holland.  The  last  one, 
published  in  1976,  is  extended  with  some  as  yet  unpublished  letters 
and  provided  with  a  new  introduction  by  the  Dutch  scholar,  Eli- 
sabeth Allard.'  The  English  translation,  die  first  edition  of  which 
dates  from  1920, ^  saw  its  fourth  edition  likewise  in  1976;  it  was 


1  Published  at  Ge  Nabrink's,  Amsterdam 

2  Letters  of  a  Javanese  Princess,  translated  from  the  original  Dutch  by  Agnes  Louise 
Symmcis,  with  a  Ibrcword  by  Louis  Coupcrus,  New  York,  Alhcd  A.  Knopl 
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provided  with  an  introduction  by  the  Indonesian  historian,  Sar- 
tono  Kartodirdjo.^ 

As  the  letters  were  written  in  Dutch,  a  translation  in  Indone- 
sian was  naturally  called  for.  The  first  edition  appeared  in  1922, 
with  an  introduction  by  Abendanon  himself.*  But  it  was  the 
translation  by  the  Indonesian  novelist  Armijn  Pane,  published  for 
the  first  time  in  1938,  that  saw  six  editions,  the  last  one  in  1968.  ' 

In  fact,  literature  on  Kartini,  as  based  on  her  letters,  is  quite  ex- 
tensive.'' Nonetheless,  many  questions  remained  unanswered  for  a 
long  time.  More  detailed  information  on  Kartini's  family  life  and, 
moreover,  the  exact  construction  of  her  successive  families,  was 
still  needed.  It  was,  however,  only  after  the  second  world  war  that 
literature  on  Kartini  mentioned  her  own  mother,  who  was  definite- 
ly not  the  same  as  the  Raden  Ayu  of  Jepara,  her  father's  first  or  chief 
wife,  the  padmi. '  This  information  opened  another  aspect  of  Kar- 
tini's strong  feelings  against  polygamy.  At  a  later  date  more  detail- 
ed information  on  this  matter  was  provided  for  by  Kartini's  sur- 
viving sister  and  other  members  of  her  large  family.^ 

But  one  "secret"  has  only  recently  been  uncovered,  or,  at  least, 
mentioned  openly  in  literature.  It  is  the  "secret"  of  Kartini's 
marriage  to  a  man,  who  at  the  time  of  their  marriage  was  still 
married  to  three  other  wives,  none  of  whom  he  ever  divorced  or 
sent  away  to  spare  Kartini's  feelings.  This  is  mentioned  for  the  very 
first  time  in  the  recent  publication  on  Kartini,  Sitti  Soemandari 
Soeroto's  Kartini,  Sebuah  Biografi.'^  Up  till  then  Kartini  was  said  to 
have  married  a  widower  with  six  children. As  such  he  was  men- 


3  London,  Oxford  in  Asia  Series 

4  HMs  Gelap  Terbitlah  Terang  —  Boeah  Pikiran.  Dimelajoekan  oleh  Empat  Saoedara,  pen- 
dahoeloean  daripada  Mr.  J.H.  Abendanon.  Serie  Volksiectuur  No.  198,  Weltevrede, 
1922. 

5  Habis  Gelap  Terbitlah  Terang,  disalin  oleh  Armijn  Pane.  The  introduction  is  written  by  the 
translator  himself. 

6  We  find  a  complete  bibliography  in  Archipel  IJ,  SECMI  1977,  pp.  29-32. 

7  First  mentioned  in  Pramoedya  Ananta  Toer,  Panggil  aku  Kartini  saja:  Sebuah  pengantar 
pada  Kartini,  p.  33.  Djakarta,  Nusantara,  1962. 

8  Cora  Vrcede-de  Stuers,  "Kartini,  petit  'cheval  sauvage'  devenue  heroine  de 
i'independence  indonesienne",  in  Archipel  13,  1977 

9  Published  by  Gunung  Agung,  Jakarta,  1977. 

10  Early  in  1977  Dutch  friends  of  mine  were  quite  shocked  when  I  told  them  that  Kartini's 
husband  had  three  secondary  wives  next  to  Kartini.  Professor  Allard,  who  wrote  the  in- 
troduction to  the  last  edition  of  Door  Duisterrds  tot  Licht  did  not  know  either,  as  she  told 
me  in  a  private  talk. 
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tioned  by  herself  in  her  letters  as  well.  But  he  was  a  widower  of  his 
padmi  only.  The  three  other  wives  he  was  entided  to  have  accord- 
ing to  Moslem  law,  were  sdll  living  in  his  house  and  would  con- 
tinue to  live  there  even  with  Kartini  and  afterwards.  In  fact,  one  of 
them  bore  a  son  at  approximately  the  same  time  as  Kartmi  bore 
hers! 

Actually  it  seems  strange  that  this  fact  could  remain  a  "secret" 
in  the  literature  on  Kardni  for  such  a  long  dme!  The  family,  which 
in  Javanese  society  means  the  whole  extended  family  of  brothers, 
sisters,  children,  grandchildren,  aunts,  uncles,  cousins  and  all, 
naturally  was  never  in  doubt  as  to  the  real  state  of  Karuni's 
marriage.  I  know  this  from  my  own  experience,  as  my  mother  was 
the  eldest  daughter  of  the  Bupati  of  Rembang,  who  married  Kar- 
dni, which  made  her  one  of  Kartini's  stepchildren.  It  was  never 
concealed  in  our  family  that  my  grandfather  had  several  wives,  in- 
deed seven  in  total,  though  four  at  a  dme,  or,  that  he  still  had  three 
other  wives  when  he  proposed  to  and  married  Kartini.  Moreover, 
nobody  thought  it  a  serious  problem  or  at  least  strange  that  a 
woman  of  Kartini's  ideals  could  have  been  induced  or  forced  to 
marry  a  man  who  had  committed  that  one  crime  in  Kartini's  eyes, 
polygamy.  It  was  considered  as  only  natural  and  completely  in  ac- 
cordance with  the  traditions  of  the  time  and  of  the  level  of  society 
to  which  Kartini  belonged.  She  could,  after  all,  not  go  against 
those  traditions.  And,  if  one  believed  her  own  words,"  she  loved 
her  husband  dearly  and  felt  happy  in  her  marriage. 

But  Siti  Soemandari  Soeroto  has,  I  believe  rightly,  concluded'^ 
that  one  should  not  take  Kartini's  happy  sounding  letters  with 
regard  to  her  marriage  and  the  man  she  married  at  face  value.  She 
must  have  felt  exceedingly  frustrated  when  she  found  out  about  the 
other  wives,  the  ampil-s  or  secondary  wives,  on  arrival  in  her  new 
home.  After  all,  she  fell  ill  immediately  after  she  arrived  in  Rem- 
bang.'^ 


11  In  her  letters  to,  for  instance,  Mrs.  Abendanon  (Door  Duistfniis  tot  Licht  pp.  326-327, 
before  mairiage,  and  p.  342  after  her  marriage),  or  to  Prof,  Anton,  pp.  340-341. 

12  Page  393 

13  Seriously  enough  lo  have  been  mentioned  to  Iter  friends.  It  was  thought  (o  be  brought 
about  by  the  ill  winds  of  Rembang,  which  lies  at  the  Nortii  coast. 
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According  to  one  list  we  possess  in  our  family,'*  the  seven  wives 
the  Bupad  of  Rembang  had,  consisted  of  three  (successive)  padmi-s 
and  four  ampil-s,  one  of  whom  died  at  childbirth.  Of  the  three 
remaining  ampil-s  I  certainly  have  known  two,  one  of  whom 
was  my  own  grandmother,  who  died  in  the  fifties. 

QjLioting  the  list  as  mentioned  above,  the  three  padmi  wives 
were  as  follows: 

1.  A  daughter  of  the  Patih  of  Trenggalek,  R.  Djojosoediro.  Her 
name  does  not  "appear  on  the  list  she  died  without  issue. 

2.  Raden  Ajeng  Kartini,  who  on  her  marriage  became  Raden  Ayu 
Djojoadhiningrat.  Her  only  son's  name  was  Soesalit. 

3.  Moerjati,  who  as  a  daughter  of  Susuhunan  Paku  Buwono  IX  of 
Surakarta  carried  the  title  of  Gusti  Bendoro  Raden  Ajeng  Moer- 
jati. 

After  marriage  she  retained  the  Gusti  Bendoro  part  of  her  title 
and  became  Gusti  Bendoro  Raden  Ayu  Djojoadhiningrat.  She  bore 
two  children  who  both  died  young  and  are  buried  in  the  same 
cemetary  as  Kartini  in  Bulu.  Moerjati  herself,  however,  is  buried  in 
her  family  cemetary,  Imogiri. 

The  four  ampil  wives  were  as  follows: 

1.   Mas  Ayu'^  Moedji,  who  died  after  the  birth  of  her  son,  the  el- 


14  Unfortunately  no  exact  dates  ofeither  marriages  or  births  are  included.  Much  informa- 
tion is  supplied  from  what  we  know  from  our  elders  in  the  family,  as,  for  instance,  the 
sequence  of  the  Bupali  of  Rcmbang's  children: 

1.  Abdul  Karnen  (mother:  Mas  Ayu  Moedji) 

2.  Retno  Dumilah  (mother:  Mas  Ayu  Moedjilah) 

3.  Herdinah  (the  same) 

4.  Sri  Sedjati  (mother:  Mas  Ayu  Soedjirah) 

.5.  Abdul  Kamid  (mother:  Mas  Ayu  Moedjilah) 

6.  Ambarwoelan  (mother:  Mas  Ayu  Soedjirah) 

These  would  have  been  the  six  children  he  had,  when  he  wanted  to  marry  Kartini. 
Afterwards  were  bom: 

7.  Abdul  Sis  (mother:  Mas  Ayu  Moedjilah) 

8.  Abdul  Madjid  (mother:  Mas  Ayu  Soedjirah) 

9.  Singgih  Soesalit  (Kartini's  son) 

10.  Moertiati  (mother:  Mas  Ayu  Soedjirah) 

1 1.  Abdul  Kahar  (mother:  Mas  Ayu  Sih) 

I  donot  know  the  exact  dates  of  the  birth  of  the  third  ^arfmi's  children.  They  seem  to 
have  been  either  stillborn  or  died  at  a  tender  age. 

15  A  title  given  to  ampil-s. 
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dest  son  of  the  Bupati,  Abdul  Karnen,'^  who  succeeded  his 
father  as  Bupati. 

2.  Mas  Ayu  Moedjilah,  who  has  four  children:  Retno  Dumilah, 
my  mother;  Herdinah,  who  remained  unmarried  and  is  living 
near  the  cemetary  in  Bulu;  Abdul  Kamid,  who  died  as  a  child; 
and  Abdul  Sis,  who  died  a  few  years  ago. 

3.  Mas  Ayu  Soedjirah,  who  also  had  four  children:  Sri  Sedjati, 
later  married  to  Sosroadiwinoto,  both  deceased;  Ambar- 
woelan,  married  to  Soeprapto,  also  both  deceased;  Abdul 
Madjid,  who  married  a  Dutch  woman  and  died  last  year  in 
Holland;  and  Moertiati,  married  to  Soedarmo,  still  living. 

4.  Mas  Ayu  Sih"  with  one  son,  Abdul  Kahar,  who  died  young. 

Mas  Ayu  Moedji  was  the  first  wife  my  grandfather  married, 
when  was  not  yet  a  Bupati,  just  as  Kartini's  father  married  her 
mother.  When  he  wanted  to  marry  Kartini,  he  had  lost  not  2padmi- 
s,  but  one,  the  other  was  the  ampil,  Mas  Ayu  Moedji.  Kartini  was 
his  second  padmi,  not  his  third,  as  said  by  Mr.  Tjondronegoro  to 
Siti  Soemandari  Soeroto  (p.  363).  The  daughter  of  the  Patih  of 
Trenggalek  he  married  afterwards  could  become  his  padmi  when  he 
became  Bupati,  as  she  was  a  daughter  of  the  aristocracy. 

The  ampil-s  were  no  daughters  of  title  bearing  aristocrats  and 
could  therefore  never  become  padmi-s,  even  if  that  place  was 
"open".  Mas  Ayu  Soedjirah  came  out  of  the  batik  industry,  at  the 
time  flourishing  in  Lasem,  a  village  within  the  district  of  Rembang. 
The  others  may  have  belonged  to  the  same  level,  but  I  have  never 
heard  what  they  did  or  who  they  were  before  my  grandfather 
married  them.  Of  her  own  mother,  my  mother  told  me,  that  she 
was  in  fact  related  to  her  father,  but  did  not  belong  to  the  same 
level  of  the  aristocracy  and  therefore  could  never  be  elected  to 
become  a.  padmi.  That  these  ampil-s  were  indeed  wives  my  gi'and- 
father  lawfully  married  and  no  mere  concubines,  was  ne\-er 
questioned  in  the  family.  One  may,  naturally,  pose  the  question 
why  he  did  not  acknowledge  their  existence  when  he  proposed  to 
Kartini.  Perhaps  he  knew  of  Kartini's  feelings  and  did  not  want  to 


16  I  never  lieard  him  called  Zulkarncn  as  S.S.  Soeroto  meniioneil  (p.  386).  He  mav, 
however,  have  changed  his  name  on  becoming  Bitpiili. 

17  This  seems  hardly  her  full  name,  but  never  knew  any  otiier  name. 

18  Inibrmalion  provided  by  her  grandchildren,  the  daughters  of  Sri  Sedjati. 

19  However,  she  was  of  Solonesc  birth,  whereas  liie  Djojoadhiningrats  claim  to  come 
originally  from  Yogyakaria. 
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come  out  into  the  open  right  away!  But  a  more  plausible  reason 
may  have  been,  that  at  the  time  ampil-s  were  normal  in  any  family 
of  that  level.  He  was,  after  all,  wanting  Kartini  to  become  his  padmi, 
the  most  honourable  place  in  the  family.  To  a  man  of  his  up- 
bringing and  position  no  woman,  even  a  future  padmi,  should 
worry  about  his  private  life.  That  was  his  own  business.  From  what 
my  mother  told  me  about  her  father,  he  certainly  seemed  to  have 
been  a  man  who  knew  and  always  did  what  he  wanted.  He  was 
modern  enough  in  many  ways,  ^°  but  in  his  relationship  to  women 
he  fully  belonged  to  his  time.^'  It  was  normal  for  a  man  of  his  posi- 
tion at  the  time  to  have  one  or  more  ampil-s.  Even  his  future  father- 
in-law  had  one,  for  that  matter!  It  would  seem  understandable 
that  he  did  not  worry  about,  or  even  thought  it  relevant  to  men- 
tion, his  ampil-s  to  Kartini.  He  may  even  have  thought  that  she 
knew,  but  that,  in  the  light  of  what  he  was  going  to  offer  her,  did 
not  matter.^^ 

Contrary  to  what  Sid  Soenltandari  Soeroto  heard  of  Kartini's 
family,  I  believe  that  Kartini's  father  was  certainly  aware  of  the 
private  life  of  his  future  son-in-law.  Local  gossip,  as  I  always 
gathered  from  my  mother's  stories,  spread  quickly  enough.  Je- 
para  and  Rembang  are  situated  not  very  far  apart,  after  all.  So,  why 
should  he,  knowing  Kartini  well,  have  consented  to,  and  even  forc- 
ed, this  marriage.^  The  answer  lies,  it  seems  to  me,  in  colonial 
politics.  Kartini  would  seem  to  have  become  an  embarrasment  to 
her  father's  position.  Her  father  may  have  been  given  a  warning 
that  Kartini's  correspondence  with  her  friends  in  Holland  en- 
dangered his  own  position  as  Bupati.  Some  thirty  years  later,  a 
cousin  of  my  mother  was  expelled  from  an  as  yet  low  position  at 
the  Department  of  Internal  Affairs,  because  he  attended  a  leftwing 
meeung.  Among  Kartini's  penfriends  in  Holland,  as  we  know, 
were  some  of  socialist  leanings  and  actual  socialists,  who  had  very 
decided  feelings  about  womens'  rights  and  colonialism.  They  may 
easily  have  been  considered  an  unfortunate  influence  to  Kartini  or 
the  Javanese  in  general.^' 

20  My  mother  was  allowed  to  go  to  the  European  school  and  was,  from  what  she  told  us, 
never  very  restricted  in  her  life.  But  she  was  14  when  her  father  died. 

21  My  cousins  claim  that  many  Bupali-s  took  ampil-s  to  be  closer  to  the  people,  which  was 
important  for  their  jobs. 

22  He  had  promised  to  let  her  free  in  pursuing  her  ideals  of  writing  and  teaching.  See  Siti 
Socmandari  Soeroto,  p.  344. 

2'i  Siti  Soemandari  Soeroto  discusses  the  political  aspects  of  Kartini's  failure  to  study  in 
Holland.  Chapter  IX. 
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A  beloved  father's  appeal  —  and  we  know  how  much  Kardni 
loved  her  father  —  to  think  of  his  position,  would  seem  to  me  suf- 
ficient to  make  her  consent  in  doing  what  he  thought  best  for  her 
and  the  family.  And  tfius  she  married  the  Bupati  of  Rembang, 
though  perhaps  not  immediately  fully  aware  of  what  she  was  let- 
ting herself  in  for.  If  she  married  when  her  husband  had  six 
children,  then  Abdul  Sis,  his  seventh  child  and  the  child  of  Mas 
Ayu  Moedjilah  was  bom  while  Kartini  was  already  in  Rembang. 
Whereas,  as  we  knew  in  the  family,  the  only  son  of  Mas  Ayu  Soe- 
djirah,  Abdul  Madjid,  was  the  one  who  was  born  at  nearly  the 
same  time  as  Kartini's  son,  Soesalit! 

In  her  marriage  Kartini,  who  in  her  ideas  and  dreams  was 
already  a  modern  woman,  showed  herself  to  be  a  child  of  her  dme, 
who  could  not  choose  what  she  actually  wanted. 
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CUTLASS  &  CRESCENT  MOON 

A  CASE  OF  SOCIAL  AND  POLITICAL  CHANGE  IN  OUTER 
INDONESIA 


by  Douglas  MILES  M.A.,  PhD.,  Published  by  The  Centre  for  Asian 
Studies,  University  of  Sydney,  1976.  160  pp.  Preface,  Table  of 
Contents,  List  of  Illustrations,  and  18  tables. 
Review  Article  by  Parsudi  SUPARLAN 

Any  contribution  to  the  literature  of  Indonesian  anthropolo- 
gical studies  should  be  welcomed  by  Indonesians  as  this  will  enrich 
their  knowledge  of  themselves.  This  book  has  served  its  purpose  in 
that  it  contributes  to  the  literature  on  Indonesian  anthropology, 
especially  in  providing  useful  ethnographic  information. 

There  are  many  weaknesses  in  this  book,  not  only  structurally 
and  stylistically,  but  more  importantly,  theoretically.  I  will  il- 
lustrate these  below. 

This  book  is  about  the  spread  of  Islam  among  the  Ngaju 
Dayaks  of  the  Upper  Mentaya  River,  which  was  brought  by  the 
Banjarese  Malays  who  settled  there  from  the  coastal  areas  of  South 
Kalimantan.  The  book  discusses:  1)  the  spread  of  Islam  in  that 
area;  2)  how  the  traditional  social  and  religious  systems  of  the 
Ngaju  Dayaks  contribute  to  their  acceptance  of  the  Muslim  faith; 
and  3)  the  interrelationship  between  modern  politics  and  the 
process  of  Islamization.  All  three  aspects  are  described  and  analyz- 
ed in  eleven  chapters.  The  first  chapter  is  the  introduction.  The  se- 
cond one  is  "Geographical  Limitations  on  Community  Deve- 
lopment", followed  by  nine  more  chapters.  These  are:  "Upper 
Mentayan  Commerce  and  Market  Production",  "Consumption  in 
Upper  Mentayan  Villages",  "Economic  Aspects  of  Religious  Obli- 
gations", "Kinship  and  Community",  "Religious  Differentiation 
in  the  Hill  Community",  "Religious  Differentiadon  in  the  Market 
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Centre",  "Ethnic  and  Religious  Factors  in  State  Politics",  "The 
Impact  of  National  and  Provincial  Politics  on  the  Upper  Mentayan 
Village",  and  finally,  "Social  Change  on  the  Upper  Mentaya". 

The  spread  of  Islam  is  described  in  chapters  Two  through  Five, 
including  detailed  descriptions  of  the  economics  of  the  pagan 
Ngaju  Dayaks  of  the  Tumbang  Gagu  and  the  Muslim  Banjarese- 
Malays  of  the  Kuala  Karis.  The  author  shows  the  difference 
between  the  autonomous  tribal  system  of  the  Ngaju  Dayaks  and 
the  semi-autonomous  peasant  system  of  the  Banjarese  Malays; 
how  interactions  between  members  of  these  two  communities  are 
influenced  by  these  rwo  models;  and  shows  the  factors  that  resulted 
in  the  migrations  of  individual  Ngaju  Dayaks  to  the  Banjarese- 
Malay  dominated  market  centers. 

Chapter  Six,  Seven  and  Eight  discuss  the  effect  of  Ngaju  Dayak 
traditional  social  and  religious  systems  on  acceptance  of  Islam. 
The  author  shows  that  the  Ngaju  Dayak  culture,  especially  its 
kinship  and  religious  systems,  is  an  open  and  manipulative  one. 
This  explains  the  attitude  of  the  Ngaju  Dayaks  in  accepting  the 
Muslim  faith  and  identifying  themselves  with  the  Banjarese  Malays 
without  upsetting  their  relationships  with  the  other  pagan  Ngaju 
Dayaks.  The  author  gives  a  detailed  description  of  the  Ngaju  Davak 
religious  system  and  behaviour. 

The  interrelationship  of  politics  and  the  process  of  Islam- 
ization  is  discussed  in  the  last  three  chapters,  in  which  the  author 
presents  his  analysis  of  the  reasons  why  the  pagan  Ngaju  Dayaks 
become  Muslim  Banjarese-Malays  by  taking  into  account  the 
powers  which  operate  at  the  state  and  local  levels.  He  shows  that 
this  is  not  merely  a  religious  shifting  identity  but  more  importantly 
is  a  shifting  ethnic  identity,  i.e.  from  a  Ngaju  Dayak  to  a  Banjarese- 
Malay.  Further,  he  compares  the  phenomenon  discussed  with  cases 
found  elsewhere  in  diverse  ethnographic  areas. 

The  style  in  which  the  author  expresses  his  arguments  is  con- 
fusing and  hard  to  follow.  The  three  main  areas  discussed  seem 
unrelated  to  each  other.  For  example,  the  detailed  description  and 
analysis  of  the  diet  systems  of  the  Ngaju  Dayaks  and  the  Banjarese 
Malays  does  not  correlate  with  the  discussion  of  ethnic  identity 
change  (which,  at  the  end  of  the  book,  the  author  claims  to  be  the 
focus  of  the  book). 
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This  confusion  may  have  also  arisen  from  the  fact  that  the 
author  does  not  present  his  arguments  from  the  general  to  the 
specific,  but  jumps  from  one  subject  to  another  and  discusses  each 
subject  in  isolation  from  the  larger  framework  of  this  tudy. 

Another  reason  for  this  lack,  of  clarity  may  have  been  caused  by 
the  author's  uncertainty  of  what  he  is  really  trying  to  say  in  this 
book.  It  seems  to  me  that  he  is  trying  to  put  all  availble  infor- 
mation and  data  into  his  book,  and  so  when  one  idea  comes  up  it  is 
(bllowed  bv  other,  not  necessarily  related,  ones.  This  is  expecially 
apparent  when  the  author  claims  at  the  end  of  the  book  that  the 
book  is  mainly  about  shifting  ethnic  identification,  while  at  the 
beginning  he  stated  that  he  planned  to  discuss  the  spread  of  Islam. 

Possibly  the  most  important  explanation  for  the  confusion 
aroused  by  this  book  is  the  author's  theoretical  background.  The 
book  was  published  in  1976  but  the  author  used  anthropological 
literature  of  the  fifties  and  early  sixties.  He  used  none  of  the  recent 
works  on  ethnicity  or  new  theories  of  ethnicity  which  have  become 
the  focus  of  attention  in  anthropological  discussions  and  meetings 
in  the  seventies. 
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JANUARY  1978 
Internal  Affairs 

In  his  annual  report  on  31  December  1977,  President  Soeharto 
stated  among  other  things,  that  the  general  elections  held  on  2 
March  1977  should  not  be  considered  as  a  trivial  matter  for  the 
people  had  voted  democratically  and  according  to  the  existing 
laws. 

On  15  December  197  7  the  Armed  Forces  pledged  to  keep  the 
situation  in  the  country  intact. 

As  to  the  release  of  the  10,000  detainees  of  the  G.30.S  Com- 
munist Abortive  coup  of  the  B  group,  it  is  in  accordance  with  the 
law  and  humanitarian  consideradon  that  contribute  to  peace  and 
national  stability. 

On  5  January  President  Soeharto  forwarded  the  Draft  State 
Budget  of  1978/79  of  Rp  4.826,3  billion  to  the  Parliament.  The 
State  Budget  is  based  on  four  principles:  a  balanced  and  dynamic 
budget;  development  funds  within  the  country  that  multiply; 
choice  of  relevant  priorities  and,  work  based  on  programs. 

Academic  freedom  is  carried  out  much  more  in  Indonesia  than 
in  other  countries,  the  Director  General  of  Higher  Education  De- 
partments P  and  K,  Dr.  Dody  Tisna  Amidjaja  said  to  the  Press  on  9 
January.  He  further  added  that  the  current  discussions  held  in 
campuses  —  when  looked  at  academically  —  damage  the  academic 
values. 

Leaders  of  the  KNPI  (National  Youth  Committee)  and  de- 
legates from  several  universities  in  Jakarta  underwent  talks  in 
Jakarta  on  9  January.  The  delegates  were  prepared  to  accept  the 
KNPI  in  the  Broad  Oudines  of  the  State  Policy  under  the  condition 
that  it  (KNPI)  does  not  suppress  the  aspirations  of  other  organi- 
zations who  do  not  contradict  the  Pancasila  and  the  1945  Consti- 
tution. The  KNPI  should  be  a  reflecdon  of  the  youth  and  should 
create  dynamism  in  them. 

I 

104 


CHRONICLES 


The  Third  Territorial  Commander  Lieutenant  General  Wi- 
djojo  Sujono  handed  over  his  post  to  Major  General  Leo  Lopu- 
lisa  on  12  January.  Minister  of  Defence  General  TNI  M.  Pang- 
gabean  took  this  opportunity  to  comment  on  the  people's  support 
of  the  pledge  made  by  the  Armed  Forces  as  clear  evidence  of  the 
people's  willingness  to  uphold  Pancasila  and  the  1945  Consti- 
tution and  to  proceed  with  the  development  of  the  nation. 

Letter  of  Decision  of  Kopkamtib  (Command  for  the  Restora- 
tion of  Order  and  Security)  No.  SKEP-Ol/KOPKAM/I/1978  dated 
20  January  ordered  the  temporary  suspension  of  newspapers  Kom- 
pas,  Sinar  Harapan,  Merdeka,  Pelita,  The  Indonesian  Times,  Sinar 
Pagi  and  Pos  Sore,  both  in  the  cides  and  the  provinces,  on  the 
grounds  that  their  news  appeared  to  be  harmful  and  a  threat  to 
peace  and  security. 


FEBRUARY  1978 
Internal  Affairs 

On  1  February  the  Attorney  General  banned  the  book  "Sekali 
lagi  umat  Islam  Indonesia  menghadapi  persimpangan  jalan" 
written  by  Dr.  H.M.  Rasjidi  for  it  was  considered  to  be  destructive 
to  public  peace  and  order. 

The  government's  response  to  the  public  opinion  of  the  Par- 
liament regarding  the  Financial  Statement  of  Account  and  the 
Draft  State  Budget  of  1978/79  that  was  presented  by  the  Minister  of 
Finance  Prof.  Dr.  Ali  Wardhana  on  2  February  was  as  follows: 

a.  The  trilogy  of  Indonesia's  development  which  stems  from  sta- 
bility, growth  and  equity,  emphasizes  on  basic  needs  and  the 
multiplication  of  job  opportunities  and,  is  not  necessarily 
growth  oriented; 

b.  The  aim  of  developing  Indonesia  is  for  the  well-being  of  the 
people  and  for  the  elevating  of  their  living  standards; 

c.  Temporary  figures  show  a  rise  of  29.296,  in  the  amount  of 
money  circulated  within  the  country,  which  is  higher  than  that 
of  1976.  In  1976  there  was  a  rise  in  prices  by  14.296  and  in  197  7 
1  1.896; 

d.  Till  30  September  1977  foreign  loans  amounted  to  US$  10,04 
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billion  (before  1966  it  was  US$  2,45  billion  and  after  1966  US$ 
7,59  billion). 

According  to  the  Chief  of  Staff  of  the  Command  for  the 
Restoration  of  Order  and  Security,  a  total  of  223  students  and  17 
non-students  have  been  arrested.  They  are  being  detained  for 
questioning  and  those  who  were  involved  in  the  past  agitations  will 
be  trialed  and  sentenced  according  to  the  law  and  those  found  in- 
nocent will  be  released  in  due  time. 

A  working  conference  of  governors,  regents  and  mayors  of  the 
whole  of  Indonesia  was  held  in  Jakarta  on  February  6-10.  Presi- 
dent Soeharto,  the  Internal  Minister,  the  Minister  of  State  for  the 
Administrative  Reform  of  State  Apparatus,  and  the  Defence 
Minister  gave  their  directives  on  that  occasion.  On  February  7  the 
President  said  that  dynamic  economic  and  political  stability  will 
prevent  disturbances  if  changes  are  to  be  made.  He  also  added  that 
the  General  Session  of  the  Congress  will  decide  upon  the  future  of 
the  nation  and  state.  He  reiterated  further  that  cooperatives  should 
be  developed  as  to  become  the  pillars  of  the  national  economy. 
Furthermore,  the  Minister  of  State  for  the  Administrative  Reform 
gave  an  account  on  the  continuation  of  Opstib  (anti-graft  cam- 
paign), whereas  the  Defence  Minister  described  the  security  situa- 
tion and  the  efforts  made  by  the  armed  forces  to  uphold  order  and 
security. 

A  working  Conference  of  Rectors  of  State  Universities  and 
Higher  Institutes  throughout  Indonesia  was  held  in  Jakarta  on 
February  14-17,  to  discuss  the  stepping  up  of  the  productivity  of 
higher  education,  foreign  participation  in  financing,  the  develop- 
ment of  higher  education  in  stages,  the  pattern  of  personnel 
academic  development,  survey  development,  academic  freedom, 
student  guidance,  student  population  and  the  capacity  to  admit 
new  students  and  the  impact  of  higher  education  on  national  and 
environmental  development.  They  agreed  on  maintaining  the 
function  of  universities  and  will  use  their  authority  in  taking  the 
necessary  measures  in  its  implementation. 

During  the  conference  President  Soeharto,  the  Minister  of 
Education  and  the  Defence  Minister  gave  their  explanation  on  the 
meaning  of  academic  freedom,  on  account  of  the  disturbances  that 
had  occurred  recently.  President  Soeharto  explicitly  stated  among 
other  things  that  the  security  measures  taken  by  the  state's  ap- 
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paratus  against  students  on  campus  was  not  at  all  meant  to  curb 
the  academic  freedom  and  that  the  government  guarantees 
academic  freedom. 

The  Deputy  Chief  of  BAKIN  (State  Intelligence  Coordinating 
Body)  Lieutenant  General  Ali  Moertopo  said  to  Muspida 
(Deliberative  Regional  Leadership  Council)  officials,  the  Chairman 
of  the  Regional  People's  Representative  Assembly,  other  govern- 
ment officials  and  prominents  of  East  Java  in  Surabaya  on 
February  that  the  opportunity  to  develop  democracy  which  was 
given  by  the  president  had  been  marred  twice,  and  consequently  it 
is  a  setback  in  the  regeneration  process.  He  said  further  that  there 
is  no  compromise  in  matters  concerning  the  upholding  of  Panca- 
sila  as  the  basis  of  national  life.  Further,  the  issue  of  'aliran  ke- 
percayaan'  (mysdcal  beliefs)  is  meant  by  the  government  to  protect 
the  citizens. 

A  Conference  of  Armed  Forces  Leaders  was  held  on  February 
22-23.  The  theme  of  the  conference  was  'Enhancing  the  armed 
forces  vigilance  and  alertness,  and  the  harmonious  cooperation  of 
the  armed  forces  and  the  people  to  safeguard  the  1978  General 
Session  of  the  Congress  and  to  make  it  a  success'.  At  the  opening 
and  closing  of  the  conference.  General  M.  Panggabean  said  that 
the  domestic  political  stability  can  be  maintained,  notwith- 
standing the  fact  that  there  are  still  obstacles  in  the  form  of  certain 
persons  or  groups  who  were  acting  against  the  spirit  of  Pancasila 
and  the  43  Constitudon.  He  added  that  the  'Jihad  Command' 
movement  had  tried  to  obtain  foreign  military  aid,  to  be  used 
against  the  legal  government. 

International  Relations 

Thailand's  Prime  Minister  Kriangsak  Chamanand  visited  In- 
donesia on  17-20  February  to  strengthen  des  between  the  two 
countries  and  other  ASEAN  member  countries.  A  joint  com- 
munique was  made  stadng  that  both  countries  agreed  to  step  up 
ASEAN  cooperadon,  including  one  on  a  bilateral  basis  and  co- 
operadon  in  the  field  of  law.  Further,  Indonesia  agreed  to  supply 
Thailand  with  certain  oil  and  natural  gas  products. 

On  February  18,  Indonesia  and  Thailand  exchanged  contracts 
of  the  ratificadon  of  the  agreement  on  the  delimitadon  of  the 
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baseline  of  the  two  countries  in  the  Andaman  Sea  and  on  February 
25  both  countries  signed  the  Memorandum  of  Understanding  at  a 
meeting  on  the  delimitation  of  the  continental  shelf  in  the  An- 
daman Sea. 


MARCH  1978 
Internal  Affairs 

In  January  BKPM  (Coordinating  Capital  Investment  Board) 
agreed  on  the  investment  of  Rp  35.114.792.327,  in  28  PMDN 
(Domestic  Capital  Investment)  projects  which  are  comprised  of  3 
agricultural  projects,  2  forestry  projects,  a  food  industry  project,  6 
textile  industry  projects,  4  timber  industry  projects,  a  paper  in- 
dustry project,  2  mineral  industry  projects,  2  basic  metal  industry 
projects,  4  metal  industry  projects,  2  transportation  projects  and  a 
recreational  project.  During  the  same  month  BKPM  had  also 
agreed  upon  three  foreign  capital  investments  worth  US$ 
15.800.000. 

In  his  devotion  to  the  Islamic  training  centres  (Pesantren) 
Presiden  Soeharto  made  official  visits  to  two  of  them  namely,  Gon- 
tor  and  Takeran  on  March  2  1978.  On  these  occasions  President 
Soeharto  stated  that  Indonesia  is  not  a  religious  state  but,  religious 
life  is  highly  encouraged.  He  added  further  that  material  success  of 
the  nation  in  terms  of  the  economy,  would  enable  the  government 
develop  projects  for  religious  purposes.  He  also  hoped  that  those 
people  who  consider  themselves  as  moralists  and  proletariats 
should  not  adopt  a  negative  attitude  of  the  development  of  In- 
donesia's economy.  The  government,  he  said,  "still  grasps  the 
principle  that,  the  economy  of  the  nation  should  be  managed  by 
the  people". 

To  counteract  the  movements  of  students  and  high  school  ex- 
tremists, Kopkamtib  and  Parigdam  Jaya  have  taken  the  necessar)' 
reformative  measures.  According  to  the  chief  of  Kopkamtib,  Ad- 
miral Sudomo,  the  government  has  no  intention  of  killing  the 
spirit  of  the  students  unless  they  violate  the  principle  of  demo- 
cracy of  Pancasila  and  the  1945  Constitution  and  the  Broad  Out- 
lines of  the  State  Policy.  The  student  organization  is  by  no  means  a 
political  body  but,  a  social  force.  Aside  from  that,  the  commander 
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in  chief  of  the  Regional  Order  and  Security  Command  Major 
General  Norman  Sasono  said  that  the  actions  of  the  students  in  the 
capital  had  provoked  racism  to  which  certain  groups  had  taken  the 
opportunity  to  launch  subversive  actions.  The  commanders  of 
Regional  Security  and  Order  were  thus  given  instructions  to  shoot 
on  the  spot  any  terrorist  or  plunderers  that  menace  the  society.  The 
Laksusda  (Regional  Security  and  Order  Command)  had  been 
successful  in  foiling  the  conspiracy  plans  of  the  terrorists  and  have 
imprisoned  39  terrorist. 

The  General  Session  of  MPR  (People's  Consultative  Assembly) 
which  was  held  on  March  1 1-23  has  ratified  1 1  decrees  of  the  MPR 
which  include  among  others  the  Guide  for  Living  and  Prac- 
dsing  the  Five  Principles  (Ekaprasetia  Pancakarsa),  the  Broad  Out- 
lines of  the  State  Policy,  General  Elecdon  and  the  Appointment  of 
the  President  and  Vice-President  (Mr.  Soeharto  and  Mr.  Adam 
Malik  respectively  as  president  and  vice-president).  On  March  14,  a 
MPR  member  of  the  Armed  Forces  Facdon,  Lieutenant  General 
Ali  Moertopo  said  that  reelecting  General  (retired)  Soeharto  as  the 
President  of  the  Republic  of  Indonesia  constitutes  a  principal  asset 
to  overcome  problems  in  the  coming  five  years. 

On  March  29,  President  Soeharto  announced  the  formation  of 
the  Third  Development  Cabinet,  which  consists  of  3  Coordinator 
State  Ministers,  4  State  Ministers,  17  Ministers  who  are  heading 
their  own  respective  Departments,  and  4  Junior  Ministers.  Except 
for  the  Junior  Ministers  all  the  names  of  the  respective  ministers 
were  announced.  The  main  task  of  the  Cabinet  will  be: 

a.  Finalization  of  the  Second  Five-Year  Development  Plan; 

b.  Programming  and  implementing  the  Third  Five-Year  Develop- 
ment Plan; 

c.  Implementing  the  Decree  of  MPR  No.  Il/MPR/1978  on  the 
Guide  for  Living  and  Practising  Pancasila  and  the  Decree 
No.  VII/MPR/1978  on  General  Election  which  will  be  carried 
out  at  the  latest  by  1982. 

Aside  from  that,  there  are  seven  targets,  called  Sapta  Krida, 
which  are  to  be  attained  by  the  Cabinet,  namely: 

a.  creating  a  condition  and  atmosphere  which  will  ensure  social 
justice  for  the  Indonesian  people  and  increase  the  equal 
spread  of  development  and  its  results; 
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b.  accelerating  the  economic  growth; 

c.  enhancing  national  stability; 

d.  promoting  clean  and  authoritative  state  apparatus; 

e.  strengthening  the  oneness  and  unity  of  the  Nation,  based  on 
the  living  and  practising  Pancasila; 

f.  carrying  out  General  Election; 

g.  developing  free  and  active  foreign  policy  for  the  sake  of 
nadonal  interests. 


no 


PUBLICATIONS  OF  THE  C.S.I.S. 


I.  BOOKS 


outside  in 
Indonesia  Indonesia 


1.  SOME  BASIC  THOUGHTS 
ON  THE  ACCELERATION 
AND  MODERNIZATION 
OF  25  YEARS  DEVELOP- 
MENT, Ali  MOERTOPO, 

112  pages  USS  4.00      Rp   1.250  - 

2.  DUA  PEMIKIRAN  TEN- 
TANG  PERTAHANAN,  KE- 
AMANAN  DAN  STRATEGI 
NASIONAL  (Defence, 
Security  and  National 
Strategy),  Daoed  JOESOEF, 

140  pages  USS   3.00       Rp  1.000,- 

3.  THE  WORLD  OF  STRATEGY 
AND  THE  FOREIGN  POLICY 
OF  NATIONS,  papers  presented 
at  the  Second  Franco-Indonesian 
Conference,  July  2-8,  1973, 

135  pages  USS   3.00       Rp  1.000,- 

4.  INDONESIA  DAN  DUNIA 
INTERNASIONAL  1973 

( 1  ndonesia  and  the  World 

1973),  197  pages  USS  4.00       Rp  1.250,- 

5.  ECONOMIC  DEVELOPMENT 
AND  NATIONAL  RESILIEN- 
CE, R.B.  SOEHARTONO, 

60  pages  USS   1.50       Rp  500,- 

6.  PERSOALAN  MASA  KINI: 
PERUSAHAAN-PERUSAHAAN 
MULTINASIONAL  (The 
Problem  ofToday:  Multinational 
Corporations),  J.  PANGLAY- 

KIM,  226  pages  '  USS  5.00       Rp  1.500,- 
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7.  STRATEGI  POLITIK  NASIO- 
NAL  (National  Political 
Strategy),  Ali  MOERTOPO, 
197  pages 

8.  BUSINESS  RELATIONS 
BETWEEN  INDONESIA  AND 
JAPAN,  J.  PANGLAYKIM, 

43  pages 

9.  INDONESIA  DAN  DUNIA 
INTERNASIONAL  1974 
(Indonesia  and  the  World 
1974),  441  pages 

10.  TRENDS  IN  MARKETING, 
J.  PANGLAYKIM,  132  pages 

11.  REGIONALISM  IN  SOUTH- 
EAST ASIA,  papers  presented 
at  the  First  Conference 

of  ASEAN  Students  of 
Regional  Affairs  (ASEAN  I). 
March  1975,  173  pages 

12.  BURUH  DANTANI  DALAM 
PEMBANGUNAN  (Workers 
and  Peasants  in  Development), 
Ali  MOERTOPO,  34  pages 

13.  RANGKUMAN  KERTAS  KER- 
JA:  SEMINAR  STRATEGI 
PEMBINAAN  PENGUSAHA 
SWASTA  NASIONAL  29-31 
MEI  1973  (The  Strategy  of  the 
Development  of  the  Indonesian 
National  Entrepreneurs), 

277  pages 

14.  PANDANGAN  PRESIDEN 
SOEHARTO  TENTANG 
PANCASILA  (President 
Socharto's  View  on  Pancasila), 
93  pages 
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